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BRAZIL ELECTS A NEW PRESIDENT in 2010. In light of 
this, our February issue will feature a package of 
essays on the legacy of President Luiz Inácio Lula da 
Silva and prospects for his country’s continued rise. 
Brazil’s mostly cheery story notwithstanding, a messy 
coup in Honduras last June—only partly resolved by 
a November election—has underscored the fragility 
of democracy in the region. And slow progress in 
improving US relations with Latin America has 
emphasized the limits of diplomacy. Our next issue 
will assess these and other developments. Topics 
scheduled to appear include: 


e Brazil on the Global Stage 
Andrew Hurrell, Oxford University 


e Lula’s Legacy 
Kenneth Maxwell, Harvard University 


e The Brazilian Model 
Riordan Roett, Johns Hopkins University 
Sixth in a series on states and markets 


e Brasilia’s Regional Aspirations 
Sean Burges, Council on Hemispheric Affairs 


e US Policy: How Much Has Changed? 
Michael Shifter, Inter-American Dialogue 


¢ The Financial Crisis and Latin America 
Ted Piccone, Brookings Institution 


¢ The Return of “Continuismo” 
Shelley McConnell, St. Lawrence University 
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Global fones Report 2010 E E The editors of Current History | 
The start-of a new year finds the world economy still shaken but (slowly) growing again. Interna- 
tional cooperation on Iran, climate change, and other issues has improved slightly, though with 
little yet to show for it. Meanwhile, globalization, along with the values that it spreads, survives. 


How Is the World Doing? 


Current History's annual report card on international trends. 


SECURITY 


Peace in the Twenty-First Century?.............6. Pere ee eT Bruce Russett 
The trend is-clear: Economic integration, intergovernmental organizations, and the spread of 
democracy are making war increasingly obsolete. 


‘ECONOMY 
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Fortifying the Financial Architecture: , ; 
Unanswered Questions...:........0seeeeeeees esee ee e e Barry Eichengreen 
Consensus has emerged on the outline of reforms needed to reduce the odds of future global 
financial meltdowns. The details of reform, however, are devilish. Fifth in a series on changing 
relations between governments and markets. 


POLITICS 


The New Schizophrenia: fi 
Asia Between Integration and Isolation................ ‘<. e e Joshua Kurlantzick | 


Even as Asian countries are becoming more integrated and are developing a regional 
consciousness, many young Asians embrace a dangerous strain of nationalism. 


RESOURCES 


The World’s Water Challenge.............. Erik R. Peterson and Rachel A. Posner 
The ‘global gap between water demand and reliable supply is growing. When it comes to 
geopolitically critical resources, water may be the petroleum of the future. 


DEVELOPMENT 
Taking the Measure of Global Aid........... Jean-Michel Severino and Olivier Ray 


Revolutionary changes in the goals, providers, and tools of development assistance require new 
ways to gauge effectiveness and align resources with objectives. 
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An international chronology of events in November, country by country, day by day. 
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halted the era's still-dominant trend—globalization. And because 
globalization spreads free markets, liberal political values, and 
collective security arrangements, its survival means that progress, how- 
ever fitful and subject to detours, endures. : 
` To be sure, many troubles evident at the start of 2010 s seem nitactable. 
A sharp. economic downturn and slow recovery have left joblessness 
high and public debts still rising, including in the United States. Affluent 
democracies’ culpability in creating the economic crisis has spurred skep- 
ticism regarding liberal economic ‘ideas. Authoritarian China’s continued 
rapid growth in 2009 and Russia's increased assertiveness in recent years 
have reinforced doubts about the continued spread of democracy. 
Meanwhile, all the diplomatic- engagement and multilateral effort 
that US President.Barack Obama. has brought to bear in the Middle East 
and against nuclear proliferation “have produced, so. far, no discern- 
ible’ improvements in security. Islamist insurgencies in Pakistan, and 


A s a new decade ie stubborn problems hinder bå have not 


Afghanistan have grown worse. North Korea in 2009 tested, again, a `’ 
nuclear weapon and missiles, while international efforts failed to stall . 


 Tran’s nuclear activities, Worst of all, in the face of persistent poverty 


haunting Africa, and-climate change threatening the world, the global ; 


community śtill'dithers. i 

None of this changes the fact, evident since at least the end of the cold 
war (and really long before), that the liberal “triad” of unfettered com- 
‘merce, political liberty, and international cooperation faces no credible 
competition as a coherent and sustainable set of norms for organizing 
modern societies. And globalization.continues to push these norms, 
along with everything else, across increasingly porous borders. 

Positive developments can be found if one looks for them. Over ithe 
past year, the world’s leading nations acted clumsily but'in concert to 
prevent a:collapse of financial markets, stimulate demand with public 
_ spending, ‘and deflect protectionist-pressures. In doing so, they averted 
what might have been a global depression. They also improved prospects 
for international governance by replacing the Group of 8 with the more 
‘ inclusive’ Group of 20 as the primary steward of the global economy. 

Another constructive development in 2009 was the European 
Union’s approval of the Lisbon Treaty. It eventually should give the 
EU a more prominent role in global diplomacy and reduce nationalist 
divisions that have impaired the union’s decision making. A stronger 


EU may also buttress the credibility of constitutionalist arrangements oe 


among nations. 

Obama in his first year in office ended Us-sanctioned torture. He set in 
motion steps to close the Guantánamo prison. Through these and other 
decisions he showed:a decent respect for international opinion, the rule 
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of law, and the notion of a 
, an rule-based global i i 
pea ele the White House had pies ag erin oor aero 
Rea nace engagement with the world, though so far he has 
ai tin e concrete in the security arena, it is important that he has 
a uit a eas the template for US foreign policy. It is important 
; ama in 2009 publicly invoked the : 
goal of nuclear di - 
aa pa that he spoke directly to the Muslim world, in a widely sac d 
per rom Cairo, about the need to resist extremism i 
eee esate the oe to December's climate change confer: 
gen, it has to help that the United S i 
a president who not only re ieee 
gards renewable energy as a k i 
economic growth, but also embraces scientifi oa 
3 entific consensus as hi i 
a who fret about “Islamo-fascism” or aie ae 
ee o axis usually underestimate the role of ideas in the 
ry of global trends. The Taliban may wi 
iy _ y win control, for a tim 
ae vi peo ee mountainous terrain in Afghanistan. Al Oneida 
ust be stopped from acquiring we: 
But in terms of a vision for Sia aia nee peste 
the future and a basis fi i 
ment, endless jihad and Islamic th ea dada: 
eocracy constitute in d 
The Iranian regime in 2009 a ARRA 
may have temporaril : 
protests; the desire for freedom will not F E 


How Is the World Doing? 


Current History’s annual report card on global trends at the start of 2010. 


f Economy i 
i Because governments shoveled money out their doors, the global recession wasn't 
as bad as it might have been. But it was still bad. While growth revives, slowly, 


millions of jobs have yet to return. And even if nations bolster financial rules to 
prevent crises from recurring, they'll need years to dig out from under debt. 


Security . 
Security challenges ema 
pose devilish dilemmas. Efforts to marshal collective responses, however, are 


growing. So is aversion to religious militancy within the Muslim world, and to 
military solutions everywhere. These trends in time should bear results. 


Politics . - as 
With Barack Obama in the White House and the G-20 as the top economic forum, Bg 

i multilateralism has won the day. Trying to achieve consensus in a mixed world E: : 
; system that includes states like Russia and China is painful, sluggish, and at times Bo 


nating from Iran, North Korea, Pakistan, and Afghanistan 





debilitating and infuriating. But it is necessary work, and it has begun. 


i 


Development 


The global recession of 2009, coming on top of soaring food and fuel prices the year 


before, delivered a body blow to poor countries. Now vital- infrastructure projects 
are on hold, trade barriers continue to advantage the rich, and the world is not on 
track to achieve'the UN's Millennium Development Goals. 





Resources a 
Greenhouse gas emissions declined as economic output slowed, but they are ai 
reviving again. Various nonbinding pledges and a hopeful atmosphere in 


Copenhagen fail to redeem the continuing absence of a global process to assure 


< steep, lasting, emissions cuts. Nature may show little mercy. 
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Likewise, authoritarians in China, Russia, and elsewhere offer no 
consistent or compelling ideology around which the rest. of the world, 
in presumed opposition to democratic nations, could plausibly rally. 
In the long term, no state that bases its legitimacy on rapid industri- 
alization, national pride, or oil revenues presents a serious model for 
managing a knowledge-based economy. Nor do autocrats speak to the . 
demand for political participation and accountable government that 
tends to rise, the world over, as growing numbers of people join global- 
ized middle classes. 

World trade and investment contracted sharply in 2009; but both are 
growing again. As economic integration continues, interests increasingly 
converge around mutually beneficial goals that involve not just com- 
merce but also the rule of law and international cooperation. China's rise, 
for example, is enmeshed in globalization. Beijing, as long as it profits 
from the liberal order, will have little interest in overturning it. 

It is time to stop obsessing over the distribution of power—as if the 
international arena, characterized as it is by interdependency, were still a 
zero-sum game. As Harvard’s Joseph Nye has observed, “It is not enough 
to think in terms of power over others. One must also think in terms of 
power to accomplish goals.” 

The global trend that warrants most attention in the comjng year is 
this: The, evolution of international governance is not keeping pace with 
the side effects—from economic crises to nuclear proliferation to climate 
change—created by globalization. Indeed, Washington itself suffers from 
growing political paralysis. 

_ Liberal institutions have prevailed in the evolutionary struggle among 
ideas and social arrangements because of their capacity to absorb learn- 
ing and encourage innovation. Yet world leaders are not acting quickly 
or creatively enough on the understanding that, in a globalized environ- 
ment, empowering others affords a crucial means of accomplishing one’s 
own objectives. At the start of the new decade, the most critical task 
facing the international community is to reform multilateral groupings 
to marshal more effective collective action. A.S. 


Reasserting the public interest 


A year ago, the world economy was stumbling 
madly along a broken mountain path, precipitous 
cliffs shearing away on either side. Now it is, ever 
so laboriously, placing one foot in front of the other, 
with a hard trudge stretching ahead. This amounts 
to improvement, but it is the sort nobody cheers. 

Indeed, what's to cheer about? The World Bank 
in September projected that global economic activ- 
ity for 2009 would decline by 2.9 percent. Trade 
volume would drop by nearly 10 percent. Economic 
growth would resume in 2010, but at a rate of just 
2 percent. To translate the data into human terms, 
people in rich countries are still losing their homes 
and infants in poor countries are still dying. 


In such an environment good news comes 
with many caveats, but some of it exists. First, 
a greater disaster was averted—thanks mainly 
to government action at both the national and 
multinational levels. China, the European Union, 
and the United States enacted large fiscal stimulus 
measures. Central banks used every trick they 
know to make credit flow. Treasuries rescued 
banks through loathsome, necessary bailouts. At 
the same time, the International Monetary Fund 
vigorously supported the economies of vulnerable 
countries, and the Group of 20 nations funded 
these activities. All in all, it was an impressive if at 
times chaotic suite of responses. 





l GLOBAL PROGRESS REPORT, 2010 


Second, the economic imbalances that helped 
create the crisis have, at least to some degree; wound 
down. In the bubble years, American consumers 
spent all they earned and more on overpriced hous- 
es and goods of dubious utility. Morally corrupt US 
politicians slashed taxes on big campaign contribu- 
tors, deficits be damned. The Chinese enabled the 
madness through. debt purchases and manipula- 
tion of the yuan. Financial institutions everywhere 
bought up the asset-backed securities that were the 
bubble’s counterfeit currency. Now some of this 
nonsense is behind us. American consumers have 
rediscovered thrift and are allotting savings mostly 
to balance-sheet correction. The US current account 


deficit will have narrowed significantly in: 2009.. 


Securities backed: by dodgy assets are discredited, 
one hopes forever. 

Third, governments and sinilenarionak institu- 
tions are positioned, if only they will seize the 
chance, to build a new financial architecture. 
In the run-up to the crisis, banks and other 
financial institutions played poker with house 
money, and also set the rules of the game. When 
the gamblers fell drunkenly off their chairs, 
implicit government guarantees of bad behavior 
became sickeningly explicit. Now rules must be 
realigned with reality. We urgently need a regu- 
latory regime, internationally coordinated, that 
retains the creative power of innovation while 


SECURITY 
A deficit of power 


Global trends in the security arena are para- 
doxical. As Bruce Russett reminds us elsewhere in 
these pages, warfare has declined as the number of 
democracies has grown, as the world has become 
more economically integrated, and as interna- 
tional institutions and liberal norms have become 
more predominant. War between great powers is 
now virtually unthinkable, as is the prospect of 
countriés trying to expand by conquest. The risk 
of nuclear annihilation, ever present during the 
cold war, has receded. 

Yet threats, insecurity, and conflict remain, and in 
some places are expanding—driven not by the ambi- 
tions of the powerful, but by the frustrations of the 
weak. Irans nuclear program, for instance, reflects 
. ,a doomed theocracy’s appeal to national pride. The 
lure of holy war resonates mainly amid humiliated 
populations in underdeveloped countries. 


containing the public dangers of private folly. 
Progress in this direction has been slow so far. 
While everyone focused on preventing a second 
Great Depression, delay was justifiable. It no 
longer is in 2010. 

Can stimulus measures be withdrawn without 
wrecking a fragile recovery? Can support for 
financial institutions be walked back without 
triggering another set of failures? Will global 


‘ imbalances continue to narrow even as growth 


resumes? -Will . fiscal deficits be reduced? And 
given the broad-based adjustments these ques- 
tions imply, do we face a midterm future of low- 
ered expectations? The’ us is dispiriting but 
not farfetched. 

The time has come to -reassess the relationship 
between markets and states. At times over recent 
years, in the Anglo-American world at least, nations 
have seemed little more than arenas in which mar- 
kets could do their work. But when markets got 
knocked to their knees, they extended their hands 
in supplication to the state. The state had no choice 
but to respond, though this required everyday 
people to rescue society's most fortunate. 

Through the capitalist system, ordinary people 
can be enriched, fulfilled, and freed. They can also 
be gravely injured. Capitalism is an awesome tool 
in the public interest. It must not be confused 
with the public interest itself. L.C. 


What the world confronts is a clash not between 
civilizations but between a modern, globalizing 


-civilization and. pockets of. illiberal resistance. 


Most threats to stability arise in places that have 
yet to enjoy the fruits of self-government, free 
markets, and collective security. Understanding 
this context is important because it points to a 
critical security challenge facing the world in 
2010: how to increase the international com- 
munity’s capacity to empower the powerless and 
spread the stakes in peaceful development. 
Afghanistan- is ‘a’ case in point. The Obama 
administration’s strategy—more than doubling the 
number of US troops there this year while announc- 
ing a withdrawal that will start in 201 1—repre- 
sents an effort to salvage a war that the previous 
administration bungled badly. Chances of success, 
however, remain in doubt. A strategy of protecting 





cities and bargaining with rural chieftains holds 
some promise. But the Afghan army and police 
likely will not be ready to accept responsibility for 
security in 2011, when Washington wants to begin 
transferring it. And a larger military footprint will 
not address the underlying problem, which is 
chronic underdevelopment. 

Afghanistan is, to be frank, less strategically 
important than Pakistan—a country that also 
faces an Islamist insurgency..but is much more 
populous, possesses nuclear arms, and provides Al 
Qaeda its home base. An overstretched America, 
with a sizeable deployment still in Iraq; lacks the 
will, the wherewithal, and the national interest 
to undertake a full-scale, decades-long effort to 
transform tribal Afghanistan into a modern state. 
For the near term, a decentralized muddle is prob- 
ably the best that can be hoped for. 


North Korea and Iran pose a different set of . 


problems. As Pyongyang’s 2009 nuclear test and 
Tehran's continuing uranium enrichment make 
clear, international sanctions and isolation have 
failed to derail either country’s nuclear ambitions. 
Both nations have the potential to set off nuclear 
arms races in their respective regions. Efforts 
to enlist. Russia and China’s help may in time 
‘bear fruit. But in any case, the world needs new 
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collective security arrangements for containing 
rogue states while persuading nervous neighbors 
not to amass their own nuclear arsenals. 

Again, the critical: problem is international 
capacity. The continued integration of markets 
and -spread of liberal values should eventually 
absorb the world’s laggards and resisters into the 
global order. But in the meantime, how many will 
suffer amid local mayhem? And what will happen 
if Pakistan spins.out of control, permitting more 
terrorist attacks, threatening a nuclear exchange 
with India, or. allowing religious fanatics to .get 
their hands on weapons of mass destruction? 

The answer, quite obviously, cannot be to send _ 
more US troops into-every dismaying situation. 
Successful nation building requires a truly inter- 
national effort focused on training local popula- 
tions for self-empowerment and self-sufficiency. 
Americans cannot shoulder the burden of inte- 
grating every dysfunctional country into ‘global 
peaceful development, 

Washington can, however, show leadership i in 
promoting institutional reforms. and multilateral 
frameworks that will expand international compe- 
tence to build schools, roads, and hospitals in poor 
countries like Afghanistan; encourage civil society in 
illiberal petrostates like Iran, Russia, and Venezuela; 
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protect human rights.in thugocracies'like Sudan and 
Zimbabwe; and in general deter or contain actors 
that refuse to abide by international norms. 

Similarly, Washington cannot by itself deter 
every nation from acquiring nuclear arms. But it 
can show leadership in helping to strengthen the 
international nonproliferation regime. Obama has 
made a good start in this regard, expressly acknowl- 
edging the link between nonproliferation and dis- 
armament by nuclear-weapon states. The United 
States and Russia in 2010 plan to reduce their 
nuclear arsenals, and Obama says he will press for 
Senate ratification of a global test ban treaty. 

Also in 2010, signatoties to the Nuclear 
Nonproliferation Treaty will meet in an effort to 
revitalize that pact, Obama will host a “global 


POLITICS 
The multilateral grind 


The first decade of this century was a philo- 
sophical prizefight between a brawling unilateral- 
ist and a boxing multilateralist. In the early going 
the bruiser had his way, but by the late rounds 
he was bleeding profusely. In 2009, the brawler 
was carried off on a stretcher and the boxer com- 
manded the ring. 

That is one way to characterize trends in intér- 
national politics. Another is to say that multilat- 
eralism grew ascendant in 2009 for two simple 
reasons—necessity and choice. Necessity came in 
the form of a global economic crisis. Choice came 
in the form of Barack Obama. It may be too soon 
to proclaim the dawn of an enduring multilateral 
era. But if such an éra comes to pass, it might as 
well be dated from September 2009. 

That was when—after governments around the 
world had engaged in frantic, coordinated actions 
to stimulate demand, support their intercon- 
nected banks, and ensure that global trade stayed 


open—the Group of 8 nations gave way to the. 


Group of 20 as the world’s top economic forum. 
In one sense; this was a mere drop of pretense. In 
another, it ratified a decades-long trend toward 
diffusion of global economic power. 


As economic power goes, so go all dimensions 


‘of power. Obama grasps this reality, and proves 
it in the surpassingly light touch he applies to 
international relations, in his preference for work- 
ing behind the scenes, and indeed in the way he 
measures success—according to such long-term 
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nuclear security summit” to consider ways to 
combat nuclear smuggling and terrorism, and the. 
UN -Conference on Disarmament in Geneva will 
begin work on banning production of nuclear 
bomb-making -materials. The results of these 
forums, as well as of multilateral talks with Iran 
and North Korea, will say much about the pace 
of progress toward a world free of nuclear terror. 
Increased capacity to provide security—includ- 
ing a more inclusive and effective United Nations 
Security Council, a standing UN peacekeeper 
force, and a stronger nonproliferation regime—is 
needed now. It will be néeded even more in com- 
ing years if climate change, as expected, provokes 
resource conflicts, massive migrations, and rising 
instability. - - A.S. 


criteria that evaluating the man’s intermediary 
progress is problematic. 

That is a nice way to say that Obama has so far 
achieved little tangible. He like all US presidents 
took office promising engagement on the Israeli- 
Palestinian question, but he has responded to 
Israeli obstinacy with a forbearance that cements 
the status quo. He wisely chose not to interject 
himself into Irans fraudulent presidential elec- 
tion, but could only watch as Tehran carried out 
a bloody crackdown on protesters. When the 
Honduran military staged an anachronistic coup, 
he left the matter so long in others’ laps that the 
hemisphere fairly begged the United States to 
rediscover its old assertiveness. 

On one issue; that of Iranian nuclearization, 
Obama’s approach has been more conspicuously 
vigorous. But this issue perhaps better than any 
other exemplifies the difficulty of achieving global 
aims through multilateral means. Obama worked 
all year to gain Chinese and Russian support 
for measures that might make Iran comply with 
international demands. Moscow and Beijing at 
last joined in a rebuke of Iran by the International 
Atomic Energy Agency—and days later, Tehran 
announced plans to build 10 more enrichment 
facilities. Iran behaved much the same when it 
answered the world’s outrage over its post-election 
crackdown with intensified political repression. 

Such episodes emphasize the depressing endur- 
ance of authoritarianism. Meanwhile, the global 
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economic crisis has emphasized authoritarians’ 
occasional successes. China has engineered an 
unprecedentedly rapid industrialization precisely 
because of—let's dispense with the pro forma 
despite—the Communist Party's aversion to liberal 
ideals. And during most of the past decade, the 
thugs in the Kremlin, scarcely less illiberal than 
their Zhongnanhai brethren, enjoyed the adula- 
tion of a grateful nation. 

China's political system is unsustainable in the 
long term, and Russia is decaying at its corrupt 
core. But the countries’ international influence 


DEVELOPMENT 
Off the tracks 


While the resumption of growth is celebrated 
in boardrooms and stock markets, in some parts 
of the globe the daily struggle for survival goes 
on. Not only did the economic downturn worsen 
the circumstances of millions in the world’s least- 
developed countries, but its effects will continue 
to be felt for years to come. 

This is particularly the case in Africa and parts 
of South Asia, but not exclusively there. Between 
2003 and 2008, for instance, global economic 
integration helped lift out of poverty some 60 
million Latin Americans. Yet, in 2009, according 
to the World Bank, the economic crisis pushed 8 
million of them back into poverty. 

In the year before the global recession, soar- 
ing prices for food and fuel had already set back 
development worldwide. Then falling prices at 
the start of 2009 hurt developing economies that 
depend on commodity exports. Today, in part 
because of the downturn, rich-country govern- 
ments are falling short of commitments they have 
made for international assistance. All of these 
trends highlight, as a new year begins, the need 
to build a more sustainable basis for development 
worldwide. 

Part of the solution is more infrastructure 
investment in poor countries. This includes more 
public transportation and-.safer roads; new fiber 
and wireless networks; renewable energy—fed elec- 
tricity grids; more efficient water, irrigation, and 
sanitation systems; and networks of conservation 
areas to protect biodiversity and reduce global 
warming. Such projects are critical to sustained 
growth in the developing world, yet the recession 
caused many to be shelved. 


exposes a deep, inherent difficulty of multilater- 
alism: It strives to achieve consensus in a mixed 
world system. One finds among the G-20 nations 
liberal democracies and repressive autocracies, 
postindustrial economies and industrializing 
agrarian states. In such a world, of course it is hard 
to exert decisive pressure on Iran—or to achieve 
much of anything else. Multilateralism is an exer- 
cise in permanently lowered expectations, a debili- 
tating series of stops and reversals and painfully 
slow advances. In its favor we may say only this: It 
beats the alternatives. Have a nice era. L.C. 


Developed countries also should revive efforts to 
reduce market-distorting trade barriers and bloated 
subsidies that disadvantage developing nations and 
keep them isolated from the benefits of globaliza- 
tion. Richer countries should seek ways, as well, to 
encourage greater commercial engagement. China, 
now close to eclipsing the United States as Africa's 
largest trading partner, is leading the way in this 
regard. In November, Beijing pledged to African 
countries $10 billion in low-cost loans over three 
years, the elimination of tariffs on 60 percent of 
exports from least-developed nations, and con- 
struction of 100 clean energy projects. 

At the same time, world leaders need urgently to 
revisit the Millennium Development Goals (MDGs), 
to which the international community committed 
itself in 2000. Commendable progress has been 
made toward meeting some of the goals: Developing 
countries are successfully battling malaria and other 
diseases; fewer people today die of AIDS; the pros- 
pect of universal primary education is within sight. 

Overall, however, the world isn’t on track 
to meet the MDGs by the target date of 2015. 
Employment opportunities for women, for 
example, have increased only marginally in sub- 
Saharan Africa and South Asia, while efforts to 
eliminate gender disparities in primary and sec- 
ondary education have faltered. Declining food 
prices have not significantly reduced hunger and 
malnutrition in many countries. An estimated 
1.4 billion people still lack modern sanitation. 

The pace of development will depend, too, on 
meaningful action regarding climate change. Even 
with an international pact to reduce global warm- 
ing emissions, developing nations will need help 
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adapting to climate impacts that can no longer 
be avoided. A hint of these was evident in 2009, 
as East Africa was devastated by drought while 
relentless rains and floods drenched West Africa. 


RESOURCES 
Better late than never? 


Global emissions of greenhouse gases fell an. 


estimated 3 percent in 2009. That is the good 
news. The mixed news is that government policies 
are reckoned to account for only one-quarter of 
the decline, with an economic calamity accounting 
for the balance. The bad news is that 2009—like 
so many other years—failed to produce a binding 
international agreement preparing the way for a 
steep, lasting drop in carbon emissions. 

If you hear a drip, it is not your kitchen sink. It 
is either glacial melt or an editorialist’s teardrops 
of futility. 

Copenhagen was to have been the place. 
December 2009 the time. It was there and then 
that world leaders were finally to dispense with 
their characteristic parochialism, shortsighted- 
ness, and cowardice to fashion a successor agree- 
ment to 1997's always-hobbled Kyoto Protocol. 
But a few weeks before the conference came an 
announcement that Copenhagen would at best 
produce a “politically binding” agreement. It did 
not achieve even that. 

Nonetheless, bits of encouraging news:emerged 
in the run-up to the conference. The United 
States for the first time announced an ambition 
to cut emissions of greenhouse gases, though the 
ambition depends on action by the notoriously 
inert US Senate. China and India said they would 
reduce their energy intensity, though not emis- 
sions themselves. Brazil too offered an emissions 
target, though the target is nonbinding. Still, taken 
together, these steps begin to evince momentum 
for action on climate change. 

In the end, it will come down to China and 
the United States. The two giants, which together 
produce over 40 percent of global carbon emis- 
sions, have for the most part displayed a disgust- 
ing recalcitrance on. global warming. At least 
they are beginning to work together now. When 
Obama visited Beijing in November, the two sides 
agreed to cooperate on projects involving electric 
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It is folly in a globalized world for people 
in affluent countries to imagine that misery in 
underdeveloped regions won’t impair their own 
prospects for prosperity and peace. A.S. 


vehicles, efficient buildings, “cleaner” coal, and 
the like. This is welcome. 

And perhaps the cooperation can be sup- 
plemented by friendly, productive competition. 
China, with its massive hydroelectric projects 
and its sizeable commitment to wind power, has 
emerged as a world leader in. renewable energy. 
The United States could do everyone a favor by 
treating Chinese leadership in renewables the way 
it treated the Soviet Union’s launch of Sputnik— 
by reasserting its own global leadership through 
its unparalleled technological prowess. 

In a 2009 report titled Charting Our Water 
Future, the 2030 Water Resources Group pro- 
jected that over one-third of the world’s popu- 
lation would by 2030 live in river basins under 
“significant water stress.” Water stress has 
much to do with climate change—Chinese 
researchers reckon that the Himalayas will lose 
more than 40 percent of their glacier coverage 
by 2070—but it also has to do with growing 
populations, increasing industrial demands, 
new consumption patterns, and unwise agri- 
cultural practices. Indeed, the world’s resource 
challenge is all-encompassing and integrated, 
running from the food we eat to the water we 
drink, from the atmosphere to the aquifer. 

When we think of security threats, we tend to 
focus on terrorism, war, and failed states. But in 
coming decades, the environment will more per- 
vasively affect our day-to-day wellbeing than will 
any traditional aspect of security. As this becomes 
apparent even to dunderheads, serious action on 
climate change (and other environmental issues 
such as loss of biodiversity) will come. Will we by 
then have reached a point of no return? 

In so many realms, from democratization to 
conflict reduction to disease elimination, human 
beings in recent decades have made nearly incon- 
ceivable progress. What a shame if it went to 
waste for lack of a nice place to live. L.C. | 





“Democracy, trade, and international organizations and norms... haye been 





. powerful factors in greatly reducing war across much of the world.” 





Peace in the Twenty-First Century? 


BRUCE RUSSETT 


ne of the least-recognized global trends 
QO: the past 60 years is a decline in the 
number and especially the severity of 
violent conflicts between and within states. Daily 
news reports may seem to cast doubt on this 
trend’s existence, but data collected by research- 
ers on conflict, violence, and war clearly show 
that it is real. í ' 
SECURITY _ Certainly, when it 
.. comes to conflict, no 
one should be nostalgic 
F — for the supposed good 
old days of the cold war. Thanks to some mixture 
of intelligence and luck, no civilization-ending 
nuclear war occurred. Still, we are reminded in 
a recent book by Michael Dobbs—One Minute to 
Midnight: Kennedy, Khrushchev, and Castro on the 
Brink of Nuclear War—how close we came. At the 
height of the Cuban Missile Crisis, the United 
States reached the highest level of war readiness 
short of nuclear war itself. 

During the cold war era, moreover, the Soviet 
Union and the United States, along with their 
allies and proxies, managed to kill millions of 
people—mostly in very poor countries. Yet even 
these conflicts inflicted considerably fewer fatali- 
ties than did earlier wars in the twentieth century. 
(Indeed, even the conflicts left over from World 
War Il—chiefly the Greek and Chinese civil 
wars—left a record of casualties subsequently 
exceeded only by the Korean War.) 

Figure 1 on the next page shows the huge 
decline in deaths overall, in both civil and interna- 
-tional wars, since 1946. A longer-term perspective 
is even more striking, since it takes into account 
the two world wars, which set the past century's 
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records for fatalities. Figure 2 on page 13 shows 
that during World War II the average person's 
risk of dying in battle over the whole world was 
close to 0.3 percent—about 50 times higher than 
in any of the most recent 15 years. This longer 
view makes it clear that the decline in war-related 
deaths starting with the end of the cold war is not 
just a temporary spike downward. 

What if we extend our view beyond battle 


` deaths to consider- one-sided, organized, delib- 


erate killings of civilians? Even when we take 
into account slaughters like the Cambodian and 
Rwandan genocides, the evidence tracks well with 
a bumpy but nonetheless steady and very sharp 
decline in fatalities since the horrors of World 
War IL. 

Or how about global terrorism? In fact, despite 
the publicity that terrorism attracts, it produces 
relatively low numbers of deaths. Many fatalities 
often counted among the recent victims of terror- 
ism are already included under wars in Figure 1, 
in Afghanistan and especially Iraq. When these 
deaths are not double-counted,: the worldwide 
total of fatalities from terrorism since 2000 has 
held steady at about 5,000 a year. This represents 
less than 10 percent of the Figure 1 totals since 
2000. It is a blip not even discernible in Figure 2. 

In short, something extraordinary has hap- 
pened. We cannot know for certain, of course, 
that the decline in war deaths will continue. The 
trend might even be reversed, perhaps if a few 
really big terrorist attacks take place. Even so, it 
would take an enormous increase in carnage to 
match either World War IIs death toll or what we 
barely escaped in the cold war. 

And in the meantime, some.other extraordinary 
things have occurred in recent decades—economic 
and political developments that, it is plausible-to 
argue, have made a huge contribution to reducing 
organized violence, and may help hold it down in 
the future. 
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Fig. 1—Battle Deaths by Type of War, 1946-2008 
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Source, Bethany Lacina and Nils Petter Gteditsch, “Monitoring Trends in Global Combat: A New Dataset of Battle Deaths,” European Joumal of Populabon 21 (2005): 145-166 


One of these developments is a rise in income 
levels and livirig standards around most of the 
world. Greater prosperity makes people less des- 
perate and increases the costs of engaging in 
conflict. Where poverty is greatest (Africa), so is 
political violence. This fact alone does not prove 
a causal connection, but the theory and the evi- 
dence for such a connection are very strong. 

Another possibility is that American hegemony 
has tamped down the ability and willingness of 
others to embark on large-scale violence. Maybe. 
We have certainly witnessed a short-term relation- 
ship between the end of the bipolar, cold war era 
and a decline in warfare. But the causal attribution 
between these two developments is questionable 
because the downward trend in war dates back to 
the end of World War II. 


THE DEMOCRACY DIVIDEND 

I am inclined to give stronger credit for 
the decline in warfare to factors identified by 
Immanuel Kant, the eighteenth century philoso- 
pher who was one of history's greatest internation- 
al relations theorists. The title of his famous essay, 
Perpetual Peace, may sound squishy and naive, but 
the work's substance is solid. 


Kant was not just a theorist. He was a keen 
observer of governments, and of individual behav- 
ior. As a professor at the University of Königsberg, 
he taught anthropology and geography, among 
other subjects, and knew a lot about human 
behavior in many cultures. He lived in a trading 
city on the Baltic Sea that had once been a member 
of the Hanseatic League, an alliance of republics 
and other city-states. 

Kants ambition was to identify the circum- 
stances under which peace might be secured— 
without establishing a world government, which 
he regarded as likely to become a “soulless tyr- 
anny.” So he was not a utopian thinker, but one 
who, in his own words, wanted to establish the 
conditions under which devils would act like 
angels because it was in their interest to do so. He 
did not expect to change devils’ ways of thinking, 
just their incentives. 

Kant identified three key characteristics that 
led countries to maintain peace, especially peace 
with similar countries: democracy (characterized 
by representative government, with separation of 
powers), commerce, and intergovernmental orga- 
nizations (IGOs) and international law. Effectively 
these are the key elements of what we now call 


globalization. In recent decades they have been 
growing in the world—and have done so at. the 
same time. that the ; 
number and severity 
of armed conflicts : 
have been declining. 
This is good news. 
First, see Figure 
3, on the’ spread 
of democracy. and 
the relative decline 
of dictatorships 
(autocracies). In 
the 1940s, dictator- 
ships outnumbered 
democracies in the 
world, but now 
more than half of all 
countries are demo- 
cratic. The rest are 
either dictatorships 
or in a middle group called “anocracies,” featur- 
ing mixed forms of government, often with weak 
central authorities. Why does this trend matter in 
terms of international security? Because democra- 
cies, though they are not necessarily peaceful in 
general, are peaceful. toward each other. 
Considerable evidence supports this assertion, 
and several plausible explanations for it are avail- 
able. Different analysts favor different explana- 
tions, and as with most social phenomena, more 
than one influence probably operates. Perhaps 
the best explanation is that democratic leaders, or 
their parties, have to 
face réelection con- 
tests. If they fight 
long wars that are 
costly to. a broad. 
population—espe- B0 A+ ee 
cially wars of choice 
rather than in’ self-- 
defense against 
attack—they . risk 
defeat at the polls. 
The leaders of any 
two democracies 26 


OBO%G ee ve ee ee 


1903 192 1921 1930 = 1989 


Number of Countnes (Population > 500,000) 
> 


Fig. 2—Average Individual’s Risk of Dying in Battle 
1900-2005 
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Fig. 3—Global Trends in Governance, 1946-2008 
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nearly 90 percent of those they initiate. They are 
often effective at mobilizing resources and moti- 
vating their popu- 
lations. Opposing 
leaders know this 
about . each other 
too. There are excep- 
tions to all this, 
of : course—peace 
between democra- 
cies is not an iron 
law. But it is a strong 
generalization about 
what is likely to 


happen. 
Dictators, by 
contrast, can stay 
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in power even if 
they lose wars, by 
repressing the pop- 
ulace and paying off 
cronies and security forces. They can even lose 
an unnecessary war and not be overthrown by 
their subjects. Iraqs Saddam Hussein managed 
this twice, once after losing the war he started 
with Iran and again after losing the. first Gulf 
War, which followed his invasion of Kuwait. 


THE INTERDEPENDENCE EFFECT 

Commerce, like democracy, also promotes peace. 
Trade and other commercial exchanges (such as 
investment) build economic interests in other 
countries. The greater | the proportion of a country’s 
. gross domestic prod- 
uct that is account- 
ed for by trade, the 
greater the interest 
of its population and 
leaders in maintain- 
ing orderly com- 
merce. l 

And leaders and 
populations are 
especially concerned 
about maintaining 
peace with other 


operate under the trading countries. 
same electoral con- -They do not want to 
straint, and they ~ 1950 1955 190 195 1970 1975 1980 1985 1990 1995 2000 2005 destroy trading part- 
know this of each £ === Democracies m= Anocracies mammu Autocracies ners’ . export mar- 
other. kets or their own 


‘In addition, democracies sanai are good war 
fighters; they win most of their wars, including 


imports, on which both partners depend. It is no 
coincidence that the number and severity of mili- 
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tary conflicts declined sharply in recent decades as 
international trade grew in importance. 

The same point can be made about the prolif- 
eration, during this same period, of intergovern- 
mental organizations and international rules. IGOs 
do many things, among them settling diplomatic 
disputes before they get to the point of war or 
near-war. They also help establish and protect 
democratic governments by supervising and mon- 
itoring elections, setting up new media for free 
expression, and encouraging the development of 
independent police and legal systems. 

The United Nations has become very impor- 
tant in these areas, but so have many regional, 
specialized 1GOs, in which most of the member 
governments are democracies. These include the 
European Union, the Organization for Economic 
Cooperation and 
Development, the 


Fig. 4—The Growth of “Liberal” Influences 


average country’s trade-to-GDP ratio (the “eco- 
nomic openness” factor) is up by about 50 per- 
cent. And its number of IGO memberships is up by 
over 80 percent. So the world system has become 
more democratic, more commercially a ta 
and more institutionalized. 

Two more points should be made about IGOs. 
First, recent years have seen a marked rise in UN 
peacekeeping activity. The number of UN peace- 
keepers jumped from about 10,000 in 1991 to 
90,000 in 2008. Most of these missions began 
during and especially after civil wars. They have 
aimed to stabilize peace settlements by demobiliz- 
ing opposing armed forces, building economies 
and administrative and legal institutions, and pro- 
moting democratic elections. Not all these efforts 
have succeeded, but many have. 

Second, member- 
ship in I1GOs whose 


North Atlantic 1965-2006 member states - are 
Treaty Organization, aaea arie edema tual eset oottng santas democratic has risen 
the Organization of intergovernmental Organizations over the years much 


American States, and 
Mercosur. (After the 
overthrow of dicta- 
tors in several South 
American countries, 
new democratic lead- 
ers started Mercosur 
in 1991 asa free trade 
zone and mutual pro- 
tection society.) 
These regional 
organizations make tga ne eee cae 
membership in their 
groups conditional 
on being democratic, having free markets, and 
settling border disputes. Consequently, business 
groups and societal elites that stand to gain from 
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admission of their states have greater leverage to” 


make their governments adopt democratic norms 
and institutions, as has happened in. Turkey. 
Figure 4 shows the growth of the three “global- 
ization” influences relative to their 1965 levels. 
The democracy trend is gleaned from Polity data, 
a set of coded information regarding characteris- 
tics of governments that is widely used in political 
science research. The Polity data rate countries 
on a 21-point scale from most dictatorial to most 
democratic. As more countries have achieved 
freedom and more dictatorships have fallen, the 
average democracy score has risen by 60 percent. 
Meanwhile, despite a dip during the cold war, the 
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Source’ Bruce Russett, David Kinsella, and Harvey Starr, World Poles’ The Menu for Chorca, Sth ed , Wadsworth, 2009. 


more- dramatically 
than it has for I1GOs 
in general. These 
organizations help 
maintain democracy 
and stability among 
their members, and 
membership in them 
is about 15 times 
greater than it was in 
1973. This is because 
new groups have 
been founded, old 
ones have expanded, 
and democratic rule has spread and consolidated 
in many countries. So this particular class of IGOs 
is especially important to the spread of peace. - 


SOMETHING’S HAPPENING HERE 

The Kantian influences matter not just because 
Kant said so, of course, but because strong-empiri- 
cal evidence -suggests that they do. Although 
scholars disagree about certain aspects of conflict 
and peace, it is clear that something big has been 
happening here. I will note here just one part of 
the evidence. 

I have spent much of two decades, along with 
a lot of other people who have provided help and 
criticism (criticism is actually a form of help), 
looking at who fought whom in every year from 
1885 to 2001. This is a very large set of informa- 


Fig. 5—Percentage Change from | 
the Average Risk that a Pair of 
Countries Will Begin a Fatal Militarized:. 
Dispute in Any One Year, 1886-2001 
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tion, entailing nearly half a million potential cases 
(pairs of countries). We have asked which pairs of 
countries fought each other, which pairs did not 
fight, and what their characteristics were.- 

The project is much like what. epidemiologists 
do when they study large databases to. identify 
risk factors for cancer or heart disease (smoking, 
bad diet, lack of exercise, environmental poisons, 
genetic endowment, and so on). They try to: iso- 
late the independent influence of each of these 
factors—that is, how the risk of disease is affected 


if one factor changes: while the rest are held:con- © 


stant. An example would be to. discern the effect 
of giving up.smoking without improving diet: or 
exercise. By doing this, medical researchers. can 
give pretty -good advice about how to lower our 
risk of disease. It is up to the patient to decide 
whether to take that advice. 

Along with other scholars, I have followed 
much the same procedure in studying interna- 
tional conflicts. The table on this page, Figure 5, 
shows how we identify changes in the risk of what 
we call a “fatal militarized dispute” (that is, a mili- 
tary conflict in which at least one person is killed). 
The same sort of analysis has been performed for 
wars with more than 1,000 people killed, and the 
results are quite similar. 

The table proceeds from a baseline risk of con- 
flict between an average pair of countries. That 
risk is less than one-half of 1 percent per year. The 
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table goes on to show how the risk changes if, for 
example, two. countries are allied, or both countries 
place in the top 10 percent of the Polity democracy 
scale, or have sizeable mutual trade, or are. mem- 
bers of the same 1GOs: Under such circumstances, 
how are the chances of fatal conflict affected? 

Formal alliances do not.help much, it turns 
out. Allies: are almost as likely to fight each 
other as are countries not allied with each other. 
(Examples include Hungary and‘ Czechoslovakia 
versus the Soviet Union during the cold-war, and 
China versus the Soviet Union in the 1960s.) 

Differences in relative power that are strong 
enough to create deterrence do’matter. But. for’ 
deterrence to make a significant difference, one 
state has to be much, much stronger than the 
other. This is not something that can be readily 
changed in a significant way. Thus, for example, 
even if. China continues to post high rates of 
growth in economic strength and military capac- 
ity, decades will pass before US-Chinese relations 
will be affected in a major way. 

. But the data show that three other nee 
the Kantian influences—make a big difference, 
especially when all three act together. Moreover, 
these three influences—democracy, trade, and 
IGO membership—are mutually reinforcing. They 
create a system of feedback loops that increasingly 
fosters peace. 

The triangle in Figure ‘6 illustrates all the 
links—from the corners to the center, back to the 
corners, and around the sides. Everything is con- 
nected. Democracy, trade, and 1GOs: flourish .best 
in peacetime.’ They strengthen each other. And 
once the system-gets going, it builds on itself. 
This is not to say-that it cannot be reversed: But 
it builds powerful forces within and among coun- 
tries not to slip back. 


Fig. 6—The Kantian Triangle 
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This process has worked in many parts of the 
world. The clearest case is the EU, but we see it 
among economically advanced countries gener- 
ally, and for some poor countries as well. South 
America is an example, most notably among 
Argentina, Brazil, and Chile. Before the triad 
of democracy, commerce, and IGO membership 
took root in the region, these countries had been 
long-term rivals engaged in wars, near-wars, and 
arms races (including, in the case of Argentina 
and Brazil, a competition to develop nuclear 
arms capability). 


OUTSIDE THE. TENT 

Of course, some parts of the world are not 
part of this Kantian system. Some countries are 
at least potential threats to their neighbors, and 
to Americans. And yet, even these countries may 
be restrained by the norms and practices of the 
Kantian states. Our research has found that states 
embedded in the Kantian triangle have witnessed 
a great reduction in conflict—but even states 
outside the triangle are influenced by increases in 
the average level of Koaga ties for the system as 
a whole. 

Peoples the world.over want human rights and 
economic improvement. Traders and investors 
want peaceful, stable growth in their markets. As a 
result, autocratic governments may have to make 
concessions to stay in power. 

Some countries must be deterred, and some- 
times fought. Afghanistan under the Taliban dis- 
played none of the Kantian characteristics: It was 
economically and politically isolated and certainly 
not democratic. It provided a haven for Al Qaeda 
to plan its attacks on the United States. Invading 
Afghanistan was the right decision, though pros- 
pects for stable democracy there are not bright. 

But this is not an argument for invading other 
countries in general, nor for invading countries 


in order to establish democracy. Building democ- 
racy by imposing force from the outside is a long, 
costly, and high-risk job. Most such efforts fail. 
Germany and Japan after World War II are excep- 
tions, but those countries were very different from 
Afghanistan or Iraq. 

In fact, democratizing Iraq was only one minor 
motive for the invasion of that country, and the 
war was bungled. Nothing in our research sug- 
gests that this episode is a precedent worth repeat- 
ing in the name of spreading democracy. 

What our research has shown is this: 
Democratization, growing economic interdepen- 
dence, and an increasingly dense network of IGOs 
each produces a great reduction in the risk of 
violent conflict between countries that share these 
characteristics. Together, the three links create a 
powerful self-reinforcing system for peaceful rela- 
tions. Some improvement along even one of these 


dimensions is better than none. 


The evidence suggests that democratic states- 
men and international groups acting on -these 
findings should focus on what is possible. They 
should rely on deterrence, peaceful change, and 
continuing economic integration to improve 
countries that do not already share the Kantian 
characteristics. 

Democracy, trade, and international organiza- 
tions and norms are not the only influences driv- 
ing the decline in war. They have not brought an 
end to war, and probably will not. Yet they have 
been powerful factors in greatly reducing war 
across much of the world. 

Human affairs do not progress in a nice linear 
advance, but rather by ups and downs. The Kantian 
peace project—gradually integrating more nations 
more firmly into the system—may be stalled for 
the moment, in part because of resistance in the 
Middle East. But it still shows a reasonable way 
forward for the long run. a 
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ment bank Lehman Brothers, the worst 

of the world’s financial distress appears to 
have passed. The time since the Lehman collapse 
has witnessed—in addition to a resumption of 
economic growth after 
a deep downturn—an 
ongoing discussion 
about how to strength- 
en the global financial architecture ‘so as to pre- 
vent a recurrence of the kind of crisis the world 
suffered in late 2008. From this discussion have 
emerged both a broad-based consensus and a 
number of unanswered questions. 

At the center of the emerging consensus is 
the need for macroprudential supervision of 
national and international financial markets. 
“Macroprudential supervision” means paying 
attention to the stability of the financial system as 
a whole’and not just its individual parts. A clear 
lesson from the financial crisis is that supervisors 
can no longer concentrate on microprudential 
supervision as in the past—proceeding institution 
by institution, without taking into account various 
spillovers, connections, and feedbacks. They can 
no longer succumb to the fallacy of composition, 
which entails treating the stability of the whole as 
simply the stability of the sum of the parts. 

A second lesson of the crisis is the importance 
of requiring financial institutions to hold more 


F ifteen months after the failure of the invest- 
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capital. Capital is a buffer against shocks to the 
balance sheet. It is needed to prevent those shocks 
from leading to insolvency, fire sales, and losses of 
confidence. An especially urgent need exists for 
more capital behind asset-backed securities and 
the like, given that regulators before the crisis did 
not adequately appreciate the credit risks associ- 
ated with these-instruments. But the point is more 
general. In the United States, the Tier 1 capital 
(essentially, common stock and retained earnings) 
of commercial banks has regularly been allowed to 
go negative when balance-sheet shocks have hit. 
The fact that capital has gone negative in nearly 
every recent recession is, alone, an indication of 
the need for more. 

Perversely, the Basel II capital adequacy 
revisions—a set of international standards for 
banking laws and regulations first published ‘by 
the Basel Committee on Banking Supervision 
in 2004—recommended reduced capital require- 
ments. Meanwhile, as a. result of deregulation 
and the removal of US restrictions on mixing 
commercial and investment banking, banks were 
permitted to take on additional risks. And their 
accounting rules changed. In earlier crises, banks 
did not have to book their losses and write down 
their capital immediately. It was realistic to think 
that problems of inadequate capitalization could 
be corrected through forbearance, that is, sim- 
ply by allowing time for the econoniy to recover 
and banks to rebuild their capital through fees 
and new business. In the age of mark-to-market 
accounting (in which institutions assign value 
based on an asset’s current “fair market” value), 
disguising the extent of a hole is problemat, and 
forbearance is unlikely to suffice. 

Capital is also needed to align incentives and 
ensure that key decision makers have skin in 
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the game. The columnist Martin Wolf has put i 


it nicely: “Allowing institutions to be operated 
in the interests of shareholders, who supply just 
3 percent of their loanable funds, is’ insane.” 
Managers need to know they are gambling their 
own money. Directors monitoring those managers 
need to know that their own portfolios hang in the 
balance. In olden times something called invest- 
ment or merchant banking existed in the United 
States and elsewhere.’ The managers and directors 


of these institutions were partners whose capital | 


constituted the vast majority of the firm’s loanable 
resources. A few boutique investment banks and 
other partnerships may still operate this way, but 
not so the large bank holding companies. This is 
something that urgently needs fixing. It can.be at 
least partially fixed by increasing. capital require- 
ments. 

A third clear lesson, related to both the need for 
more capital and.the need for more attention to 
the stability of the system, is that capital adequacy 
standards for systemically important financial 
entities should be more demanding. In particular 
this means higher capital ratios for larger. and 
more connected institutions. 

Fourth, the capital adequacy: regime hoala 
be more countercyclical. In the. past, required 
capital ratios tended to decline in good times as 
banks’ internal models indicated that less value 
was at risk and these firms’ security holdings 
were upgraded by the rating agencies. (Internal 
models and commercial credit ratings were two 
key elements of the Basel Il approach.) However, 
macroprudential supervision suggests that procy- 
clical capital requirements of this sort are undesir- 
able, and further, that they should be replaced by 
countercyclical capital ratios that restrain the rate 
of lending growth in good times.and boost it in 
bad times. ‘ 

Fifth, those concerned with capital adequacy 
should .consider not just the asset but also the 
liability side of the balance. sheet. They. should 
take into account the nature and stability of the 
banks’ funding. Banks that rely for funding on the 
wholesale money market rather than, more stable 
retail deposits can be vulnerable and should be 
required to hold more capital against adverse con- 
tingencies. 

‘Sixth, supervision ue financial institutions 
should be organized on a unified rather than 
instrument- or activity-specific. basis. Regulators 
should worry about the stability of the entire insti- 
tution, not just one of its activities or the portion 


of the balance sheet associated with a particular 
_ instrument. In the United States it has been prob- 
` lematic that supervision is organized on a func- 


tional basis, with different supervisors responsible 
for different functions of the same holding com- 
pany, based on the way different entities within 
the holding company are chartered or licensed. 
For example, before the insurance company AIG 
suffered catastrophic losses, no single regulator 


had anything -resembling a complete picture of 


what was happeming a at the firm. 


MORAL HAZARD REVISITED 

Seventh, supervisors and regulators should be 
more attentive to the moral hazard associated with 
the financial safety net. More than this, they need 
to do something about it. Any entity with a real- 
istic expectation of being rescued must be subject 
to more intensive ‘capital and other regulatory 
requirements. Big banks and connected banks are 
aware that their failure would pose threats to the 
financial system, and this awareness ‘can encour- 
agé them to take’ on additional risk. When they 
become large enough, even stringent capital and 
regulatory requirements may not be enough to 
rein in behavior that threatens systemic stability. 
Too big to fail should be too big to exist. 

Eighth, a need exists for a resolution regime 
for large nondepository institutions, which would 
create an alternative to government assistance-and 
uncontrolled bankruptcy. Without such:a reso- 
lution regime, any commitment not to bail out 
large nondepository. institutions: would be both 
inconsistent and incredible. Standard bankruptcy 
procedures are not feasible for financial institu- 
tions, which require’ people to believe in their sol- 
vency so that they. will keep lending-to them. (In 
contrast, auto companies can continue to sell cars 
even while under bankruptcy protection—at least 
if someone ‘stands behind their-warranties.) In 
addition to the confidence problem, there is also 
the fact that putting-a financial institution through 
bankruptcy proceedings can place derivatives 
contracts in limbo, resulting in a domino effect in 
which other institutions are destabilized as claims 
are suspended and collateral is liquidated. 

Seizing, restructuring, and reprivatizing a large 
bank holding company, either as a unified whole 
or in parts, is likely to be more complex than 
doing so fora depository institution. Banks should 
therefore be required to provide a set of instruc- 
tions for how they could be quickly dismantled 
should the need arise. Having to sign off on their 


own funeral arrangements would have the added 
benefit of focusing the attention of managers and 
directors on their institutions’ potential mortality. 

Ninth, supervisors must be able to obtain the 
information they need for informed assessments 
of risks to stability. This means not starving regu- 
latory agencies of human resources. It means com- 
pensating their staffs appropriately. The problem of 
bloodhounds and greyhounds is a perennial: The 
greyhounds (financial market participants). run 
very fast while the bloodhounds (their regulators) 
struggle to stay on the trail. A starvation diet does 
not help the bloodhounds maintain the pace. And 
providing supervisors with adequate information 
also means imposing reporting requirements on 
hedge funds and other nonbank financial institu- 

_tions of potential systemic significance. 

Tenth, systemic stability requires moving over- 
the-counter derivatives transactions into a clear- 
inghouse where a central counterparty exists. The 
central counterparty is the single buyer and seller 
to every other party. It collects margins on every 
trade and places these into a reserve fund to pro- 
tect against losses if some 
parties default. Traders 
only have to worry about 
the creditworthiness. of 
this one counterparty. No 
domino effect is likely to 
result when a single trader 





It is not obvious that supervisors are 
less susceptible than investors to 
cognitive biases and crowd behavior. 
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mandate that they be clawed back in the event of 
subsequent problems. 

The problem of compensation practices points 
to larger problems with the corporate governance 
of large financial institutions. Strengthening the 
fiduciary responsibility of directors would more 
effectively incentivize existing board members 
but discourage qualified individuals from serving. 
One clearly desirable reform would be establish- 
ing more independence for the risk management 
function. The chief risk officer should be required 
to report directly to the board of directors (as 
opposed to the CEO), and that person’s compensa- 
tion should be tied to the stability of the firm and 
not simply its profits. 


THE INTERNATIONAL DIMENSION 

The emerging consensus on financial reform, 
described above, includes an international dimen- 
sion. Macroprudential financial supervision in an 
integrated world, it is agreed, cannot be limited 
to the national level. In the same way that the 
stability of a national financial system depends 
on more than the stabil- 
ity of its parts, the stability 
of the global financial sys- 
tem depends on more than 
the stability of its national 
constituents. If the key to 
macroprudential supervi- 





goes down, as happened 

when Lehman Brothers failed. Some derivative 
securities (such as interest rate swaps) are already 
cleared by a central counterparty. 

Eleventh, the compensation practices of TAN 
cial institutions need to be reformed to better 
align the interests of key decision makers and 
shareholders. Officials are understandably reluc- 
tant to interfere in such private sector matters, 
preferring to leave compensation decisions to 
the consenting adults involved. But experience 
suggests that corporate boards do not always 
have the independence, and outside directors the 
information, to make decisions that appropriately 
incentivize those whom they ostensibly oversee. 
Large bonuses linked to the performance of a 
trading desk, division, or firm in the-most recent 
year may encourage unsustainable practices that 
inflate current returns at the expense of a firm’s 
long-term viability. A compromise would be to 
leave decisions about overall compensation to 
the firms but require that bonuses be linked. to 
medium- rather than short-term performance and 





sion is recognizing feed- 
backs and externalities, then .it is critical ‘to 
acknowledge that many of these feedbacks and 
externalities spill across national borders. 

Thus, when one says that supervisors require 
an adequate informational base in order to assess 
risks to financial stability, the point applies to the 
operations of financial institutions and markets not 
just at home but abroad. This problem is addressed 
in venues for information sharing, among them 
the Basel Committee on Banking Supervision, the 
Financial Stability Board (née Financial Stability 
Forum), the International Monetary Fund (IMF), 
and the International Organization of Securities 
Commissions. 

At the center of this process is the newly 
reconstituted Financial Security Board (FSB). 
Membership in the FSB has been expanded to 
mirror membership in the Group of 20, and its 
mandate has been extended from promoting infor- 
mation exchange, assessing vulnerabilities, and 
identifying and overseeing corrective actions to 
monitoring market developments and advising on 
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best practices on regulatory standards. Essentially, 
this new template for coordinating macropruden- 
tial supervision puts the FSB in the pilots seat, 
with the IMF as copilot, providing input from 
its early warning exercises and financial stability 
assessment programs. Time will tell whether the 
FSB has the cohesion and staff resources to carry 
out this task and, given that it lacks universal 
membership, the legitimacy. 

Turning to microprudential supervision, there 
is a consensus on.the creation of colleges of 
supervisors for the 20 to 25 largest global financial 
institutions. (Setting guidelines for and supporting 
the establishment of such supervisory colleges are 
another element of the FSB’s enlarged mandate.) 
The idea is that regular meetings outside periods 
of stress can help foster: trust. that will. encourage 
supervisors to share information in difficult peri- 
ods. But whether supervisors organized on this 
basis will in fact be prepared to reveal information 
that reflects negatively on their home institutions 
and markets remains to be seen: 

Differences in supervisory incentives, struc- 
tures, and cultures may still stand in the way of 
effective information sharing. Supervisors are 
more independent of the government, and hence 


of politics, in some countries than in others. 


Insofar as some countries have separate supervi- 
sors for banking, securities, and insurance while 
others have unified supervision, information may 
not flow smoothly among them. Similarly, banking 
supervisors are traditionally quicker to demand 
corrective action than their counterparts who are 
responsible for securities-market and insurance 
activities—and, by implication, than consolidated 
supervisors. This creates an argument for harmo- 
nizing the structure and governance of national 
supervisory agencies. 

What is true of supervision is true of taion 
Higher capital requirements or more countercycli- 
cal capital charges, if :they are not coordinated 
internationally, could simply drive financial busi- 
ness offshore to more permissive jurisdictions. 
The same is again true of restrictions on employee 
compensation, imposed in the interest of systemic 
stability, that individual institutions find onerous; 
higher capital charges for investments in deriva- 
tive securities not traded on an exchange; and 
more stringent reporting requirements for hedge 
funds, private equity funds, and other institu- 
tional investors. 

A final international issue is capital flows and 
global imbalances. It is widely acknowledged. that 


large capital flows into the United States con- 
tributed to the credit boom and fed the financial 
excesses that culminated in the 2008 bust. It fol- 
lows that steps are needed to prevent such imbal- 
ances in the future. Thus the IMF has established 
a “Multilateral Consultations Initiative,” under 
whose aegis officials from the. countries that 
are key contributors to such imbalances can be 
brought together to discuss-corrective action. The 
G-20 has emerged’as a standing body in which 
systemically significant countries meet regularly 
to coordinate national economic policies more 
effectively. And the crisis has launched a discus- 
sion of options for reforming the international 
monetary system with an eye toward removing 
some of the structural zaclOre that give rise to 
chronic imbalances. 


REGULATING BUBBLES 

Despite the emerging consensus on many 
aspects of post-crisis reform, important ques- 
tions remain unanswered. Among the most 
fundamental is whether we in fact know how 
to do macroprudential supervision. A commit- 
ment to macroprudential supervision means that 
policy makers cannot regard financial market 
conditions with indifference. They cannot treat 
bubbles with benign neglect. If monetary author- 
ities have to engage in costly interventions when 
bubbles burst, they should head them off or at 
least lean against them as they develop. But the 
question remains: How does one distinguish a 
bubble from fully justified expectations of higher 
future profits? 

Investors may be prone to.engaging in herd 
behavior that results in excessive exuberance, but 
it is not obvious that supervisors are less suscep- 
tible to cognitive biases and crowd behavior. It is 
not clear on what basis supervisors can outguess 
market participants. And even if bubbles can be 
reliably detected, there is still the question of what 
to do in response. Tighten regulation? Tighten 
monetary policy? f 

Before the crisis, these questions were fodder for 


‘those who argued that ‘central banks should not 


lean against asset-market bubbles. The skeptics 
objected that monetary authorities had no supe- 
rior capacity relative to investors:in gauging the 
appropriateness of asset valuations or identifying 
bubbles. To the extent that financial market condi- 
tions looked dangerous and unsustainable, they 
argued, reining them in was a job for regulators, 
who it was assumed could be relied on to do what 


was necessary. The crisis may have turned these 
presumptions on their heads, but the old objections 
to more active macroprudential supervision, by 
central banks in particular, have not gone away. 

Related to this is the question, also unanswered, 
of where to locate supervisory authority for finan- 
cial institutions. Before the crisis, the intellectual 
tide had been running in favor of locating the 
single supervisor outside the central bank. Doing 
so, it was argued, would avoid conflicts of inter- 
est. The supervisory institution would not be 
reluctant to issue a call-for corrective action since, 
unlike the central bank, it would not then be on 
the hook for emergency liquidity assistance. And 
the central bank would not be tempted to compro- 
mise its pursuit of price stability in an effort to aid 
financial institutions for which it had supervisory 
responsibility. The need for information sharing 
and policy coordination between the supervisor 
and the lender of last resort could be met through 
ad hoc collegial arrangements. 

‘ Since the crisis, the tide has turned in the other 
direction. The concern is that, 
to the: extent that a bureau- 
cracy’s leverage derives from 
its proprietary information, 
it will be reluctant to share. 
It follows:that more super- 
visory responsibility should 
be given to the central bank, 


Any entity with a realistic 
expectation of being rescued 
must be subject to capital and 
other regulatory requirements. 
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whose failure would pose risks to the system as 
a whole. But this idea creates as many questions 
as it answers—to the: point thatthe very notion 
of mechanization becomes illusory. We know, .for 
example, how to raise. capital ratios. for ‘institu- 
tions as they grow and gain importance in the sta- 
bility of the system. But do we know how quickly 
to raise them? And do we know how to measure 
connectedness as well as size? 

Similar questions arise in connection witk 
the appealing notion that required capital ratios 
should follow the business cycle, rising in booms 
and falling ‘in slumps. Implementation of coun- 
tercyclical regulation assumes .that we. know. how 
to measure the cycle. But to what aspect of the 
cycle should such.ratios be keyed? To the growth 
of GDP, or the growth of bank lending? To the 
growth of the individual `bank’s lending, or he 
growth of aggregate bank lending? '- 

Then there is the question of how to fix mee 
requirements in the interest of macrofinancial 
stability without imposing draconian restrictions 
on securitization and other 
financial operations. It is now 
clear that neither credit rat- 
ing agencies nor the banks’ 
own models provide. a reli- 
able guide to relevant risks, 
but it is far from clear how 
to.replace them. The rating 





which will then have all the 
information it needs to make emergency lending 
decisions and which will be best positioned to 
gauge consequences for. systemic stability. Like 
any supervisor, the central bank would need to be 
able to demand from individual financial institu- 
tions information that it considered material from 
a macroprudential point of view, and also be- able 
to issue them instructions. a 

This is the direction in which a number of 
countries have been moving. The administra- 
tion of Barack Obama, as part of its spring 2009 
blueprint for reforming financial supervision and 
regulation, proposed to allocate more sùpervi- 
sory responsibility to the .Federal Reserve. : But 
this leaves unresolved the prior and still troubling 
questions about conflicts of interest. i 


CAN SUPERVISION BE AUTOMATED? 

A popular response to the dilemmas of macro- 
prudential supervision is -to imagine that the 
task can be mechanized, as more stringent capi- 
tal requirements are imposed on institutions 
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agencies figure not just in 
existing methods for gauging capital adequacy but 
also in securitization, where their judgments are 
critical for marketing and making particular issues 
eligible for the portfolios of is NODA investors 
with restrictive covenants. ` 
The fact that rating agencies are paid by the 
originator exposes them to potential conflicts of 
interest. There is also the issue of barriers to entry, 
especially inthe United States—where a ‘rating 
agency, for its pronouncements to have regulatory 
relevance, must gain official recognition from the 
Securities and Exchange Commission, something 
the commission does. not liberally dispense; the 
consequent rents- protect the incumbents from 
loss of market share or franchise. Yet the Obama 
administrations blueprint for reforming the ‘US 
financial system says nothing about what to do 
about this. Should commercial credit ratings no 
longer be used in regulation,-and if that is the case, 
what should replace them as a measure of credit 
quality? Would ratings issued by a national or 
global regulatory agency prove any more reliable? 
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Then there are questions about the conse- 
quences of limiting bank size, most obviously how 
doing so will limit economies of scale and scope 
and increase intermediation costs. The empiri- 
cal literature remains quite inconclusive on the 
important question of the extent of such econo- 
mies of scale. Competition policy is one obvious 
tool for preventing banks from growing too big to 
fail. But even if there is agreement on the desir- 
ability of accepting some additional diseconomies 
of scale and scope in exchange for greater stability 
and less incentive for risk taking, the absence of 
reliable empirics makes it hard to know how far 
down this road to go. 

‘As with questions about the costs of forgoing 
economies of scale and’ scope in banking, ques- 
tions also arise about limiting instrument variety 
and innovation by forcing trading in derivatives 
through clearinghouses and exchanges. What 
would the costs be of making more difficult the 
introduction of specialized derivative products (or 
even of requiring the issuer to hold more capital 
against them)? Then there is the question of how 
to bulletproof a clearinghouse 
so that it does not become a 


to-market rules would be a clear step away from 
transparency, whose importance is also a central 
lesson of the: crisis. Allowing mark-to-market 
accounting in good times but suspending it in 
bad times would encourage credit growth in good 
times by allowing firms to revalue their capital 
while sheltering them from some of the poten- 
tially adverse consequences of their actions. From 
this point of view, the decision of the International 
Accounting Standards Board to allow for the 
movement of assets that become illiquid into a 
special “held for investment” category, where they 
are allowed to escape mark-to- maree] accounting, 
is not a step forward. 

But the question remains of how to mitigate 
the procyclicality created by fair-value account- 
ing. One possibility is forbearance: Regulators 
could relax capital standards when leverage and 
illiquidity combine to depress market prices. The 
question then is whether a more countercyclical 
capital adequacy regime could be implemented 
automatically or would require regulatory dis- 
cretion. Another possibility would be to require 
banks with short-term fund- 
ing to mark to market (since 
such banks would have to 


locus of systemic risk. 
Popular proposals for 
reforming securitization 


Financial supervision in an 
integrated world cannot- be 


limited to the national level. 


sell at market prices if their 
funding dried up), while 


suggest that originators be 


banks. with long-term fund- 
ing could. use historical or 





` required to keep skin in the 
game by holding onto a por- 
tion of the equity or first-loss tranche. But in 
order to be implemented, such proposals have 
to specify how much of the risk originators 
must maintain. The US Treasury, the European 
Commission, and the British government have 
converged on 5 percent as the correct amount. 
But is 5 percent enough to alter significantly 
the behavior of the originator, given that, in the 
run-up to the financial crisis, big US banks ware- 
housed an even larger fraction of the.derivatives 
related.to subprime mortgages that they created, 
and that this practice hardly deterred them from 
distributing risky securities? And whatever the 
number, won't originators simply hedge their 
exposure by selling short other securities with 
highly correlated returns? 

Another question is what to do about mark-to- 
market accounting. Recent experience. suggests 
that markets can take temporary leave of their 
senses, and that the combination of leverage 
and illiquidity can cause prices to depart from 
fundamental values. But further relaxing mark- 


fair value accounting (since 
they could afford to hold assets until market 
prices returned to fundamental valuations). This 
would have the incidental advantage of encour- 
aging banks to use longer-term funding. 


THE PROBLEM OF IMBALANCES 

Finally there is the question of what to do about 
global imbalances. The recommendations ema- 
nating from existing consultative mechanisms 
are not binding; thus, the IMF's first “multilateral 
consultation on global imbalances,” launched in 
2006, led to no visible modification in the poli- 
cies of any of the participants. The same can be 
said of the G-20 and other deliberative bodies. 
The IMF may have .cited the dangers of global 
imbalances, but as always its. large members, 
which do not borrow from the Fund, were free to 
disregard its warnings. If emerging markets, for 
their part, conclude from the recent crisis that 
they need to accumulate even more reserves as 
insurance against financial volatility, then the old 
pattern of imbalances may reemerge. 


One can imagine various approaches’ to this 
problem—for example, regional or global reserve , 


pooling to limit the incentive for individual 
countries to accumulate ever more reserves. One 
can imagine a more independent IMF with the 
autonomy to issue even louder warnings about 
the risks to global economic and financial stabil- 
ity created by the policies of its large members. 
One can even imagine giving the IMF authority to 


tax the reserve gains of chronic surplus countries ~ 


whose policies contribute to the instability of the 


system—or a different international monetary sys-,, `< 


tem, in which an alternative to a national currency 
is used for international reserves. But consensus 
on any of these radical departures from the status 
quo remains very far away. r l 
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Disusön over the past year fave yielded 
agreement on the outlines ‘of what needs to be 
done to strengthen the global financial architec- 
ture. But the task of filling in the details remains. 
This task will bé not be easy. The most difficult 
remaining issues, in my view, concern the con- 
tent of macroprudential supervision, whether 
to locate regulatory authority inside or outside 
the central bank, and how specifically to design 


` more. ’stringent capital adequacy standards for 


internationally active financial institutions. Until 
we obtain satisfactory answers to these problems, 


‘we cannot move from general principles to spe- 


cific reforms. And until we have specific reforms, 
we will not have succeeded in making the world 
a safer economic place. a 
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negotiator with Taiwan, made a landmark 
visit to the island, which Beijing considers 
a renegade province. While there, Chen signed 
several critical agreements to open transporta- 
tion between the island 
POLITICS : and the mainland, thus 
tightening business and 
cultural ties that already 
are uniting cities like Taipei and Shanghai (home 
to more than 100,000 expatriate Taiwanese). In 
many parts of Taiwan, Chen received a raptur- 
ous welcome. The island’s most powerful figures 
greeted him; he met face-to-face with President 
Ma Ying-jeou. 

But Chens welcome was not entirely warm. 
When he arrived at a hotel for dinner, angry pro- 
testers ringed the building. Many of them were 
from the Democratic Progressive Party, which his- 
torically has pushed for Taiwanese independence. 
The demonstrators stayed for six hours, provok- 
ing a standoff with police and essentially trapping 
Chen inside all evening. When cars left the hotel, 
protesters spat on them as they sped away. 

The juxtaposition of these events illustrates a 
transformation now occurring across much of Asia. 
The region is experiencing a new schizophrenia, a 
range of strategic changes that often seem contra- 
dictory—and could potentially prove disastrous. 

On one hand, many cultural, economic, and 
political trends suggest that Asian nations are 
becoming more integrated and even developing 
a regional consciousness. In particular, Asian 
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opinion leaders—cultural elites, business execu- 
tives, top foreign policy thinkers, and some senior 
diplomats—have embraced the process of regional 
integration. For the first time in its history, Asia is 
beginning to build real regional institutions, and 
nations are starting to cooperate on even the most 
sensitive issues, like intelligence sharing, envi- 
ronmental change, and the cross-border spread of 
infectious diseases. 

Concurrently, however, other trends have led to 
rising nationalist sentiment in the region. These 
include a dimming of collective memories regard- 
ing the dangers and costs of national conflict; the 
emergence in China, South Korea, Japan, and else- 
where of a new generation of political leaders who 
were raised in more assertive domestic political 
environments; and increasing regional competi- 
tion for natural resources. Although governments 
often use nationalism for positive and proac- 
tive ends, a virulent, reactionary, and destructive 
type of nationalism has taken hold among many 
younger Asians. 

This strain of nationalism already has resulted 
in several fraught incidents. These have ranged 
from diplomatic snubs—like Chinese Vice Premier 
Wu Yis abrupt cancellation of a May 2005 meet- 
ing with then—Japanese Prime Minister Junichiro 
Koizumi after the latter visited the war-tainted 
Yasukuni Shrine—to more dangerous events such 
as anti-Thai riots in Cambodia in 2003, anti-Japan 
riots in China in 2005, and a month-long military 
standoff between Thailand and Cambodia over a 
disputed eleventh-century mountaintop temple in 
the summer of 2008. Nationalist fervor was also 
on display during the worldwide Olympic torch 
relay staged by Beijing in 2008, when overseas 
Chinese students—who have been fully exposed 
to Western culture and political practices—react- 


ed stridently to demonstrations against China's 
repression of protests in Tibet. 

How Asia’s emerging schizophrenia plays out 
has significant implications, for the region itself 
and far beyond. If the integrationist impulses 
at work can triumph over the rise of divisive, 
nationalist feelings, the stage could be set for Asia 
over time to develop more. significant, European 
Union-like regional institutions. These in turn 
could make future conflicts in Asia as unthink- 
able as a war today between Germany and France. 
Conversely, nationalist fervor, if allowed to fester, 
will pull apart the region’s major powers, likely 
leading them to cold war-style tensions and per- 
haps even catastrophic conflict. 


ONE ASIA 

The Asian region (excluding, for the purposes 
of this essay, countries considered part of ‘the 
Middle East) seems far more diverse than, say, the 
European Union, but it is in fact more integrated 
than many realize. For an observer who dropped 
in today, not having visited the region since the 
1980s, the changes would 
seem striking. At that 
time, many Asian nations 
did not even have diplo- 
matic relations with each 
other. Today, the focus is 
increasingly on trade. 

In the past few years, for example, China has dis- 
placed the United States as the largest trading partner 
of South Korea, Japan, and Australia. Asia’s leading 
companies have focused on intra-regional mergers 
and acquisitions and, increasingly, on attracting 
regional managerial talent rather than importing 
expatriates from the West. Taiwanese firms alone 
have invested over $150 billion in China. 

A number of factors help explain this acceler- 
ating process of regional integration. Economic 
development has fostered rising cross-border trade 
and investment flows. Changing family structures, 
rising incomes, and shifting patterns of wealth 
have produced new middle classes across Asia that 
share ‘similar lifestyles and consumption habits. 
New communications technologies, from satel- 
lite television to the internet, have helped cement 
these ties. Today fads that start in Tokyo or Seoul, 
such as drinking red wine or dyeing one’s hair 
blond, go on to sweep through the region. 

Indeed, a. pan-Asian popular culture has 
emerged. It includes a “Korean wave” of soap 
operas that are translated into many languages, as 


Governments in the region.are not 
above playing to nationalist prejudices. 
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well as regional news websites and regional art, 
film, and music festivals showcasing homegrown 
talent. In particular, culture-has helped bridge the 
gap between average Japanese and Chinese; as 
well as between China and Taiwan. Taiwanese pop 
music has become extraordinarily popular among 
younger Chinese on the mainland, while Japanese 
“J-pop” has earned fans in both China.and Korea. 
> Most importantly China, the leading: regional 
power aside from the United States, has aban- 
doned the efforts it, made’in the early 1990s to 
revise the regional security order, and has begun 
acting like a status quo power. To-build regional 
trust in: its intentions, China has become more 
willing. to help mediate regional conflicts. It has 
begun publishing defense white papers outlining 
its military budgets and goals. It has participated 
in more joint military exercises, played a role iri 
regional counterterrorism. efforts, and-engaged in 
more military-to-military exchanges: 

In addition, China‘has tried to minimize territo- 
rial disputes through border negotiations and com- 
promises, even sometimes responding to Japanese 

criticism that: Beijing’s 
ee navy encroaches into 
Japanese waters. China 
has ‘reached an accord 
with: Japan to defuse a 
long-running “dispute 
over offshore’ natural gas 
fields in the East China Sea. Beijing also, since the 
election of President Ma im Taiwan, has worked: to 
minimize tensions with the island; boosting eco- 
nomic tiés and, as noted, dramatically Paps 
transportation Jinks. 

Beijings accommodating style has earned ‘it 
accolades in the region. Even former Singaporean 
Prime Minister Lee Kuan Yew, historically one of 
the region’s biggest skeptics regarding China, has 
noted in praise that “China has been courting its 
neighbors, and although the Chinese did not-coin 
the phrase ‘soft power, ‘they have exercised it with 
consummate skill.” `: ; ' 

Beijing also increasingly has mke on'a larger 
role in nontraditional security issues in the region, 
such as infectious diseases and narcotics control. 
Many senior Chinese officials now consider drug 
trafficking a high-priority regional issue. This new 
emphasis has resulted in better information shar- 
ing with Asian and US law enforcement agencies, 
leading to the arrest in China’s Yunnan province 
of key drug traffickers wanted by Thailand and, in 
recent years, to a significant decrease.in drug pro- 
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duction in the notorious Golden Triangle region 
of Laos, Myanmar, and. Thailand. 

These efforts have been moderately successful in 
reducing tensions with neighboring states. In Taiwan, 
China has won over much of the: island’s business 
community, which in turn has pressured Taipei -to 
back away from earlier moves toward formal inde- 
pendence. In South Korea, China has become attrac- 
tive enough that, according to.polls; many average 
South Koreans see Beijing as less threatening than 
the United States, long Seoul's protector. 


TIES THAT BIND 

Additional trends, especially prominent in the 
past several years, have reinforced the process 
of regional cooperation and integration. One is 
increased migration. Growing income disparities 
between China and poorer countries on its bor- 
ders, like Laos, Cambodia, and. Myanmar, have 
led to a wave of migration of Chinese into these 
nations in search of business opportunities and 
natural resources. For their part, Lao and Burmese 
migrants are flowing into . 
China looking for short- 
terrn employment. 

Meanwhile, the region 
is rapidly upgrading 
its physical infrastruc- 
ture, and this is produc- 
ing links that are tying 
together China, Russia, India, and Central Asia. 
Russia plans a new gas pipeline to China. China 
has invested over $1 billion in a new port in the 
Pakistani town of Gwadar. And China and India 
have opened the Nathu La p -pass in the 
Himalayas. 

Though still incomplete, this new transformation 
in physical infrastructure already :is having a dra- 
matic impact on patterns of migration and trade.. It 
is drawing investment and expanding migration for 
economic opportunity. It has fanneled new waves 
of migrants to towns along newly constructed 
roads in Laos, Thailand, Kyrgyzstan, Kazakhstan, 
and many other nations. To take one example, new 
infrastructure has sparked development of industri- 
al zones in eastern: Thailand designed explicitly to 
attract Chinese business. These zones in turn draw 
many migrant workers from around the region. 

Increasing flows of communication and infor- 
mation are also promoting regional awareness and 
networking. For example, younger generations of 
Asians, more comfortable. with: their wealth and 
seeking meaning beyond materialism, are. turning 





Regional institutions could make future 
conflicts in Asia as unthinkable as a war 
today between Germany and France. 





to regional humanitarian causes. A series of high- 
profile regional catastrophes, such as the tsunami 
in 2004 and the ongoing avian flu epidemic, have 
provided opportunities for these humanitarian net- 
works to swing into action. Across the region, orga- 
nizations like iVolunteers, which matches Indians 
with volunteer opportunities, have sprung up to 
link wealthy young Asians with needy. causes. 
These integrationist impulses have significant 
implications for regional: economic and security 
governance. The region’s multilateral economic, 
trade, and - political frameworks have evolved 
rapidly in the past decade. Until the recent global 
financial crisis, Asia was leading the. rest of the 
world in progress on lowering trade barriers. A 
future East Asia—wide free trade zone no longer 
seems impossible, and a series of intra-Asian.cur- 
rency swaps inaugurated during the financial cri- 
sis of the late 1990s. may conceivably evolve one 
day into a kind of Asian Monetary Fund or Asian 
Monetary Union. -Moreover, some elites in Asia 
increasingly look to their neighbors, rather than 
- outside powers, for eco- 
nomic, trade, and secu- 
rity leadership. 

Perhaps most impor- 
tant, through formal 
multilateral meetings, 
so-called track two (or 
unofficial) diplomacy; 

and informal: summits like the Boao-Forum for 
Asia, regional. policy makers have developed the 
kind of personal links needed to. resolve prob- 
lems and defuse potential conflicts. This type of 
personal interaction -often goes unappreciated in 
studies of regional security, yet it can matter more 
than formal dispute-resolution mechanisms.. The 
personal interactions between Taiwan’s Ma and 
China's Chen, for example, have helped smooth 
the process of establishing closer business and 
transport ties, opening the door to a new era in 
Taiwan-China relations. 


“OUR CULTURE IS SUPERIOR” 

Even as.these economic, cultural, and political 
changes: bring the region together, other trends 
are pulling in the opposite direction, and poten- 
tially could spark dangerous nationalism. Asian 
governments have long practiced a pragmatic, 
inward-directed type of nationalism to- consoli- 
date the process of nation-building and promote 
sovereignty. This sort of nationalism is often used 
to unite an ethnically or religiously diverse popu- 


lation, as in Singapore, or to pale regional gaps, 
as in South Korea. 

Other countries have sought to instill a positive 
pride in their nations’. culture, consumer products; 
and values. In China, young urbanites increas- 
ingly shun Western fashions in favor of high-end 
clothes made by local designers and featuring 
Chinese aesthetics. A recent survey by McKinsey 
& Company revealed that Chinese consumers 
prefer domestic brands to foreign ones. 

Yet this pragmatic nationalism has not pre- 
vented the rise of another, more dangerous type 
of nationalism. This other strain is-based on griev- 
ances, anger at outsiders, and, often, skewed his- 
torical memories—and it can quickly erupt into 
angry protest or worse. 

Asia’s middle and lower classes, compared 
to the region’s globetrotting elites; interact less 
with their peers in neighboring countries- and 
know less about World War II and the Indochina 
wars, the last set of conflicts that tore the region 
apart. According to a 2000 poll by the Japanese 
broadcaster NHK, far fewer young Japanese dem- 
onstrated knowledge about World War II than in 
a similar survey conducted in 1980. Similarly, few 
young people in China know anything about .the 
role that Japanese aid played in rebuilding their 
country after World War II and in sparking the 
current Chinese economic boom. Nor do they 
know much if anything about negative regional 
perceptions of Beijing’s support for Cambodia’s 
murderous Khmer Rouge regime or of Chinas 
1979 invasion of Vietnam. 

In many Asian countries, publics in recent years 
have experienced roller-coaster rides of economic 
change, which have intensified the insidious 
form of nationalism and sparked antiglobaliza- 
tion and protectionist. sentiment. In Japan, many 
cannot understand why Tokyo gets so little credit 
for decades of aid and investment in East Asia— 
which helped drive the region’s post-World War 
II boom—while China, which has only recently 
become a major donor and investor, reaps signifi- 
cant regional goodwill for its actions. Indeed, for 
the first time in modern history, Japan and China 
stand as major powers in Asia at the same time, an 
unnerving prospect to many in Japan. 

Evidence ‘from across the region reveals the 
troubling potential of this angry strain of nation- 
alism. A majority of Chinese respondents to one 
prominent 2005 study said—despite the popu- 
larity of Japanese culture in China—that. they 
hated or disliked Japan. The converse is true as 
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well. Despite increasing Japanese ‘travel to China 
and growing Japanese investment in China, most 
Japanese polled agreed with the statement, “Our 
people are not perfect, but our culture is superior 
to others.” Eighty percent of respondents to a 
recent poll in India carried out by a television sta- 
tion said they felt that China could not be trusted 
as a neighbor. Chinese nationalists in 2008 berat- 
ed-Beijing, in online forums and other media, for 
signing a gas deal with Japan. With a spark, such 
anger can turn into violence: In 2004, anti-Japan 
demonstrators rioted at the Asian Cup soccer final 
in China. 

In many cases, Asian publics consume just 
enough media to make quick judgments but 
not enough to develop informed, open-minded 
analyses of their region. Indeed, new media like 
the internet, text messaging, and blogs, though 
they can link people together, can also reward the 
most strident voices and amplify otherwise minor 
grievances. On Chinese online bulletin boards like 
the “Strong Nation Forum” of ‘the People’s Daily, 
respondents compete to adopt the most aggres- 
sive stances, often criticizing Chinese leaders for 
reaching compromises on issues such as the 2001 
Hainan Island incident (when Chinese authorities 
released, after 11 days of detention, the crew of a 


US surveillance aircraft that had collided with a 


Chinese jet). After a 2008 Tibetan uprising, these 
nationalists hammered Beijing for being too slow 
to crack down on the Tibetans. 


NATIONALISM ONLINE 

Governments in the region are not above 
playing to nationalist prejudices. In China, the 
government has tolerated and sometimes even 
encouraged internet-borne nationalist fervor. But 
it now finds it cannot tame the tiger, because 
the Chinese state has far less control over online 
forums than over traditional print and broad- 
cast media. An online petition opposing Japan’s 
attempt to. gain a permanent United Nations 
Security Council seat received over 22 million 
signatures, even though the Chinese government 
tried to discourage such anti-Japan sentiment. 

In Japan; the popular bulletin board of Channel 
2, http:/Awww.2ch.net, has become a forum for 
World War II revisionism as well as virulently 
anti-China, anti-Korea, and anti-immigrant senti- 
ment. Internet nationalism like this helped spark 
Japanese sales of. a manga comic book titled 
“Hating the Korean Wave.” It has made stars of 
nationalist Japanese punk rockers and cartoonists 
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like Yoshinori Kobayashi, whose comics celebrate 
Japan's policies in World War II and demonize 
China and Korea. 


This electronic nationalism is,a force not only 


in China and Japan. In Indonesia, online writers 
helped fuel anger against neighboring Malaysia 
for using a‘supposedly Indonesian song in a tour- 
ism campaign, and for mistreating an Indonesian 
sports referee. These may seem like minor griev- 
ances, but the internet amplifies even the small- 
est outbursts: Demonstrators angered by these 
complaints gathered in Jakarta and prompted 
Malaysian athletes to flee the city because of con- 
cerns for their safety. , 

This: outward-focused, grievance-oriented 
nationalism can have severe implications. Indeed 
Asia, partly. because of such public anger and 
leaders’ concerns about regional rivalry, could be 
heading toward an arms race. India: may spend as 
much as $40-billion on new armaments over the 
next five years, including on many new contracts 
with American weapons makers. China now has 
the world’s second-largest military budget, and 
has begun to consider what-types of expeditionary 
power it must project to protect its energy invest- 
ments around the globe. Japan is upgrading its mil- 
itary forces, and switching its focus from Russia to 


China. Many Southeast Asian nations are boosting 


their defense spending as well. Indonesia recently 
signed some $6 billion worth of arms and energy 
deals with Russia, and Malaysia and Singapore are 
upgrading their fighter aircraft capacities. 


AMERICA’S AMBIVALENCE 

Reflecting Asia’s fundamental contradictions, 
US policy in the ‘region is schizophrenic in its 
own right. In 2006, the United States and the 
Association of Southeast Asian Nations . (ASEAN) 
created an enhanced partnership, and a trade and 
investment framework agreement. (a precursor to 
a free trade agreement) was signed. More. recently, 
Secretary of State Hillary: Clinton attended the 
annual ASEAN foreign ministers’ meeting, a show of 
respect to Asian nations, and signed ASEAN’s Treaty 
of Amity and Cooperation, which pledges signers 
to maintain a zone of peace in the region. - 

On the other hand, the:United States has 
_ been ambivalent about engaging the Asian inte- 
gration movement. Washington until lately has 
been remarkably unenthusiastic about pursuing 
membership in the East Asia Summit, a recently 
created annual forum of 16 Asian countries that 
could. play a major role in driving the region's 


future. Even more important,. US policy—with its 
longstanding focus on bilateral security alliances 
and trade arrangements and prioritization of hard 
power over soft—has helped foster the pernicious 
strains of nationalism that are emerging in the 
region, particularly in China: 

Looking to hedge against the rise of Chinese 
power, the United States has been active in 
revitalizing security relations with Japan and 
Australia, while forging new military ties with 
India, Indonesia, Vietnam, and Singapore. And 
Washington, instead of bolstering the process of 
regional economic integration, has invested sig- 
nificant capital in trying to negotiate bilateral free 
trade deals with Singapore, Malaysia, Thailand, 
and South Korea. 


THE GROWTH EFFECT 

„Asias schizophrenic conditions are worrisome. 
Still, the region is not likely to confirm the pre- 
dictions of some analysts, who have claimed that 
Asia will come to resemble 1930s Europe during 
the run-up to the Second World War. Because 
the region has witnessed such dramatic eco- 
nomic growth and integration in recent decades, 
no: government can resort to protectionism or 
excessive nationalism without paying a severe 
domestic price—the prosperity: of each country’s 
citizens increasingly depends on good relations 
with neighboring countries. 

In China, for example, the Communist Party 
clearly recognizes that its legitimacy depends on 
sustaining high rates of economic growth, rates 
that would plummet if China pursued truly nation- 
alistic economic policies. The same. young Chinese 
who indulge in anti-Japanese online nationalism 
are also the ones who have benefited most from 
three.decades of economic opening, much of which 
has been built on export-oriented manufacturing, 
often as a platform for foreign companies. 

As the process of regional economic integra- 
tion continues, the commercial and travel links 
already developed. at the elite level will broaden 
to include the growing Asian middle class: The 
emergence and growth of low-cost air carriers like 
Tiger Airways and AirAsia have made it easier-for 
middle-class Asians to travel abroad for leisure. 
This in turn helps them see their neighbors: as 
people, rather than' as nebulous threats. 

-< China, because of its booming economic 
growth, has begun’ to. attract middle-class migra- 
tion as well. Some traders from Laos, Myanmar, 
Cambodia, and Vietnam want to move perma- 


nently to China, and the number of foreign stu- 
dents in China has been rising by some 20 percent 
annually. Some of the students, particularly those 
from developing nations, never go home—and 
over 70 percent of the foreign students in China 
come from other parts of Asia. 

As societal ties deepen, average people in Asia 
are adopting increasingly similar views on impor- 
tant political, economic, and cultural values, which 
will be critical to building future regionwide insti- 
tutions. This is particularly noticeable among 
younger Asians. In a region where only a decade 
ago prominent leaders touted the idea of “Asian 
values”—values that supposedly included a pre- 
eminent desire for social order and group harmony 
and, consequently, less interest in liberal democra- 
cy—studies now demonstrate significant support 
across the region for pluralism and individualism. 

One recent study reveals that young people in 
various Asian countries have less attachment to 
traditional social values; at the same time, they 
place growing emphasis on individual freedoms, 
equal political rights, and the necessity of civil 
society groups. Another anal- 
ysis, conducted by the East 
Asia Barometer project, shows 
that a majority of people. in 
nine Asian nations believes 
that democracy is always the 





Nationalist fervor, if allowed 
to fester, will pull apart the 
region’s major powers. 
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helped suppress nationalism by supporting the 
development of regional integration, a commit- 
ment by Washington to community building in 
Asia would measurably strengthen the centripetal 
forces at work in the region. 


THE MULTILATERAL SHIFT 

Yet the United States must attempt a difficult 
balancing act: maintaining its role as the region’s 
most important security actor and diplomatic 
broker while assigning much greater priority 
to strengthening regional institutions. First and 
foremost, this will require a basic change from 
a bilateral to a multilateral approach in security 
and economic policy. Washington, for example, 
cannot continue down a path of formalizing the 
US-Japan-Australia-India quadrilateral relation- 
ship, which Beijing is beginning to suspect is a 
nascent anti-China bloc. 

The United States should also encourage China 
to assume greater leadership in regional secu- 
rity affairs. Such an approach would not prove 
popular with some American policy makers, but 
it is necessary to contain ris- 
ing nationalist ire in China 
and to reassure Beijing of US 
strategic intent. The United 
States could, for instance, help 
create a permanent security 





preferable form of govern- 
ment. 

Meanwhile, because governments have patron- 
ized nationalist fervor, they are also in a position 
to exert some control over it. For example, even 
when the Chinese government has abetted nation- 
alism, it has never backed off its acceptance of and 
support for regional institutions, including the 
East Asia Summit, the ASEAN Regional Forum, and 
many others. In other words, while Beijing views 
nationalism as a useful tool for shoring up domes- 
tic support for the party-state, it places a higher 
priority on bolstering China’s role in the region. 
Likewise, as Vietnam has rebuilt its links to China 
(which is becoming one of its most important 
trading partners), it has deployed police to make 
sure that demonstrations at Chinese missions do 
not get out of hand. 





institution in Northeast Asia, 
modeled on the six-party talks 
relating to North Korea’s nuclear program, and 
based in Beijing. 

Or Washington could nudge China to become 
the point nation for addressing the political and 
security crisis in Myanmar, a role the Chinese 
might actually be willing to play, given their 
concerns that Myanmar’s turmoil is spilling into 
southwestern China. Affording Beijing more 
opportunities to become a stakeholder in the 
region's stability would help defuse nationalis- 
tic suspicions. It would also pose a good test of 
China's professions that its rise is peaceful—and 
Beijings performance in this regard would be 
obvious to all in Asia. 

The United States did well to sign the ASEAN 
Treaty of Amity and Cooperation last. July. 







Although the document is more a Atldpy 
normative principles than a set of , 
commitments, many in Asia view ft% GHABRGI yy + i 
tant expression of the integratiot JaġvemeniF as 4 
well as a litmus test for Washingt i 
the region. 


Similarly, since Washingtons myopic bilateral 
approach in Asia has helped foster the emergence 
of nationalist sentiment, it stands to reason that 
the United States, by shifting its approach, could ° 
help prevent the resurgence of Asian hypernation- 
alism. Just as decades-long US policy in Europe 
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President Barack Obama’s November trip to 
Asia set a solid foundation for US reengagement 
with Asia’s multilateral institutions. By meeting 
with all 10 ASEAN leaders, a first for an American 
president, and by throwing US support behind a 
Trans-Pacific Partnership trade agreement, the 
president signaled that the United States would 
try to promote positive Asian integration. By 
helping to reinvigorate the Asia-Pacific Economic 
Cooperation process, Obama could help lay the 
basis for a free trade zone that covers the entire 
Asian region. 

In the meantime, Washington could better nur- 
ture the noneconomic dimensions of regional inte- 
gration by fostering the development of robust civil 
societies. US diplomats need to develop stronger 
contacts with a wider spectrum of Asian leaders. 
Too often, diplomats have restricted their interac- 
tions to elites, who tend to speak English but who 
are far more integrationist-minded than the broader 
public, where the real danger of nationalism lies. 
Narrowly. restricting: one’s circle of contacts was 
feasible in the past, when elites, often running 
authoritarian nations, were able to control public 
sentiment. It is no longer feasible today, when 
politicians, in most nations democratically elected, 
must respond to the public's will. 

Likewise, aid programs should be drastically 
reoriented to support a broader segment of Asian 
society, including journalist groups, bar associa- 
tions, public schools, student leadership organiza- 
tions, and other critical institutions. Supporting 
civil society groups would help inculcate liberal 
democratic values, and would support the integra- 
tion of the region around these values. Currently, 
an overwhelming percentage of US assistance 
is spent on military and security cooperation, 
leaving aid programs highly unbalanced. Aid 
programs also could help support a reconceptu- 
alization of history, in which scholars from across 
the region work together to commemorate World 
War II, assign blame appropriately, and develop 
a reasonable, informed history curriculum for 
schools throughout Asia. 


RESISTING TEMPTATION 
_ While US policy is being reoriented to support 
. closer: integration and greater community build- 
"ing, Asian‘leaders must do their part as well. Most 


a 


importantly, they must resist the temptation to 
indulge assertive nationalism, even though this 
can serve short-term domestic political ends. 
Policy makers need to differentiate more carefully 
between pragmatic nationalism that builds-patrio- 
tism and pride, and the toxic nationalism that 
plays on historical grievances, demonizes neigh- 
bors, and contributes to rising tension within the 
region. 

This approach will require reorienting entire 
educational systems—no easy task, given the polit- 
ical influence of.conservatives in countries from 
Japan to China to Thailand. But farsighted Asian 
leaders realize that the region’s future depends on 
deepening the integration process and that their 
own governments rely on integration-driven eco- 
nomic growth to-keep their publics happy. 

Clear, high-profile measures. in confidence 
building can also help reduce nationalistic senti- 
ments before they reach dangerous levels. Japan, 
which once shunned bilateral trade agreements, 
increasingly has embraced them, signing deals with 
Indonesia, Singapore, and Thailand, among others. 
Japan is still Asia’s largest economy, and its decisions 
carry weight. It needs to reemphasize multilateral 
trade initiatives; this would include a stronger push 
for a Japan-ASEAN free trade-agreement and, in the 
long term, an Asia-wide free trade zone. 

India and China also can do more to support 
regional multilateral initiatives, for instance by 
reinvigorating the ignored South Asian Association 
for Regional Cooperation and ultimately creating 
a South Asia—wide free trade area. Although Delhi 
would resist China’s influence in its backyard, the 
vast economic benefits of linking China and South 
Asia should outweigh such concerns. Asian pow- 
ers could augment free trade zones by allowing 
greater freedom of movement for people travel- 
ing within Asia, which would promote tourism, 
business travel, regional cultural events, informal 
summits, and other people-to-people contacts. 

In the long run these policy options, combined 
with existing trends in Asia, could forestall viru- 
lent nationalism and encourage governments to 
push for greater regional integration. In a region 
that encompasses the majority of the world’s peo- 
ple and the fastest-growing economies on earth, 
this integration ultimately could dwarf anything 
seen in Europe or North America. a 





“If oil is the key peoills resource of today, water will be as iinportani—if not more 
so—in. the not-so- distant future.” 








The World’s Water Challenge 
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istorically, water has meant the differ- 
He between life and death, health and 

:sickness, prosperity and poverty, environ- 
mental sustainability and degradation, progress 
and decay, stability and insecurity. Societies with 
the wherewithal and knowledge to control or 
“smooth” hydrological cycles have experienced 
more rapid economic progress, while populations 


RESOURCES without the capacity to 
manage water flows— 


especially in regions 

subject to pronounced 
flood-drought cycles—have found themselves 
confronting tremendous social and economic 
challenges in development. 

Tragically, a substantial part of humanity con- 
tinues to face acute water challenges. We now 
stand at a point at which an obscenely large por- 
tion of the world’s population lacks regular access 
to fresh drinking water or adequate sanitation. 
Water-related diseases are a major burden in 
countries across the world. Water consumption 
patterns in many regions are no longer sustain- 
able. The damaging environmental consequences 
of water practices are growing rapidly. And the 
complex and dynamic linkages .between water 
and other key resources—especially food and 
energy—are inadequately understood: These fac- 
tors suggest that even at current-levels of global 
population, resource consumption, and economic 
activity, we may have already pages the threshold 
of water sustainability. 

A major report recently Ba by the 2030 
Water Resources Group (whose members include 
McKinsey & Company, the World Bank, and 
a consortium of business partners) estimated 
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that, assuming average economic growth and no 
efficiency gains, the gap between global water 
demand and reliable supply could reach 40 per- 
cent over the next 20 years. As. serious as this 
world supply-demand gap is, the study notes, 
the dislocations will be even more concentrated 
in developing regions that account for one-third 
of the global population, where the water deficit 
could rise to 50 percent. 

It is thus inconceivable that, at this moment in 
history, no generally recognized “worth” has been 
established for water to help in its more efficient 
allocation. To the contrary; many current uses .of 
water are skewed by historical and other legacy 
practices that perpetuate massive inefficiencies 
and unsustainable patterns. , 


THE MISSING LINKS 

In addition, in the face of persistent population 
pressures and the higher consumption implicit in 
rapid economic development among large popula- 
tions in the developing world, it is noteworthy that 
our understanding of resource linkages is so limited. 
Our failure to predict in the spring of 2008 a spike 
in food prices, a rise in energy prices, and serious 
droughts afflicting key regions of the world—all of 
which occurred simultaneously—reveals how little 
we know about these complex interrelationships. 

Without significant, worldwide changes— 
including more innovation in and diffusion of 
water-related technologies; fundamental adjust- 
ments in consumption patterns; improvements in 
efficiencies; higher levels of public investment in 
water infrastructures; and an integrated approach 
to governance based on the complex relationships 
between water and food, water and economic 
development, and water and the environment— 
the global challenge of water resources could 
become even more severe. 

Also, although global warming’s potential 
effects on watersheds across the planet are still 
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not precisely understood, there can be little doubt 
that climate change will in a number of regions 
generate serious dislocations in water supply. In a 
June 2008 technical paper, the Intergovernmental 
Panel on Climate Change (IPCC) concluded that 
“globally, the negative impacts of climate change 
on freshwater systems are expected to outweigh 
the benefits.” It noted that “higher water tempera- 
tures and changes in extremes, including droughts 
and floods, are projected to affect water quality 
and exacerbate many forms of water pollution.” 

As a result, we may soon be entering unknown 
territory when it comes to addressing the chal- 
lenges of water in all their dimensions, including 
public health, economic development, gender 
equity, humanitarian crises, environmental degra- 
dation, and global security. The geopolitical con- 
sequences alone could be profound. 


DAUNTING TRENDS 

Although water covers almost three-quarters 
of the earth’s surface, only a fraction of it is 
suitable for human consump- 
tion. According to the United 
Nations, of the water that 
humans consume, approxi- 
mately 70 percent is used in 
agricultural production, 22 
percent in industry, and 8 per- 
cent in domestic use. This 


An obscenely large portion of 
the world’s population lacks 
regular access to fresh drinking 
water or adequate sanitation. 


for drinking or fishing, and 90 percent of its urban 
groundwater is contaminated. On the global scale, 
according to a recent UN report on world water 
development, every day we dump some 2 million 
tons of industrial waste and chemicals, human 
waste, and agricultural waste (fertilizers, pesticides, 
and pesticide residues) into our water supply. 

Over the past century, as the world’s population 
rose from 1.7 billion people in 1900 to 6.1 billion 
in 2000, global fresh water consumption increased 
six-fold—more than double the rate of population 
growth over the same period. The latest “medi- 
um” projections from the UN’s population experts 
suggest that we are on the way to 8 billion people 
by the year 2025 and 9.15 billion by the middle of 
the century. 

The contours of our predicament are clear-cut: 
A finite amount of water is available to a rap- 
idly increasing number of people whose activi- 
ties require more water than ever before. The UN 
Commission on Sustainable Development has 
indicated that we may need to double the amount 
of freshwater available today 
to meet demand at the middle 
of the century—after which 
time demand for water will 
increase by 50 percent with 
each additional generation. 

Why is demand for water 
rising so rapidly? It goes 





consumption—critical as it is 
for human health, economic development, politi- 
cal and social stability, and security—is unequal, 
inefficient, and unsustainable. 

Indeed, an estimated 884 million people world- 
wide do not have access to clean drinking water, 
and 2.5 billion lack adequate sanitation. A stag- 
gering 1.8 million people, 90 percent of them 
children, lose their lives each year as a result of 
diarrheal diseases resulting from unsafe drink- 
ing water and poor hygiene. More generally, the 
World Health Organization (WHO) estimates that 
inadequate water, sanitation, and hygiene are 
responsible for roughly half the malnutrition in 
the world. 

In addition, we are witnessing irreparable dam- 
age to ecosystems across the globe. Aquifers are 
being drawn down faster than they can naturally 
be recharged. Some great lakes are mere fractions 
of what they once were. 

And water pollution is affecting millions of peo- 
ple’s lives. China typifies this problem. More than 
75 percent of its urban river water is unsuitable 


beyond population pressures. 
According to a recent report from the UN Food and 
Agriculture Organization, the world will require - 
70 percent more food production over the next 40 
years to meet growing per capita demand. This ris- 
ing agricultural consumption necessarily translates 
into higher demand for water. By 2025, accord- 
ing to the water expert Sandra Postel, meeting 
projected global agricultural demand will require 
additional irrigation totaling some 2,000 cubic 
kilometers—roughly the equivalent of the annual 
flow of 24 Nile Rivers or 110 Colorado Rivers. 
Consumption patterns aside, climate change 
will accelerate and intensify stress on water 
systems. According to the IPCC, in coming 
decades the frequency of extreme droughts will 
double while the average length of droughts will 
increase six times. This low water flow, com- 
bined with higher temperatures, not only will 
create devastating shortages. It will also increase 
pollution of fresh water by sediments, nutrients, 
pesticides, pathogens, and salts. On the other 
hand, in some regions, wet seasons will be more 


intense (but shorter). In underdeveloped com- 
munities that lack capture and storage capacity, 
water will run off and will be unavailable when 
it is needed in dry seasons, thus perpetuating the 
cycle of poverty. 

Climatic and demographic trends indicate that 
the regions of the world with the highest popu- 
lation growth rates are precisely those that are 
already the “driest” and that are expected to expe- 
rience water stress in the future. The Organization 
for Economic Cooperation and Development has 
suggested that the number of people in water- 
stressed countries—where governments encoun- 
ter serious constraints on their ability to meet 
household, industrial, and agricultural water 
demands—could rise to nearly 4 billion by the 
year 2030. 


THE GEOPOLITICAL DIMENSION 

If oil is the key geopolitical resource of today, 
water will be as important—if not more so—in 
the not-so-distant future. A profound mismatch 
exists between the distribution of the human 
population and the availability of fresh water. 
At the water-rich extreme of the spectrum is the 
Amazon region, which has an estimated 15 per- 
cent of global runoff and less than 1 percent of the 
world’s people. South America as a whole has only 
6 percent of the world’s population but more than 
a quarter of the world’s runoff. 

At the other end of the spectrum is Asia. Howe 
to 60 percent of the global population, it has a 
freshwater endowment estimated at less than 36 
percent of the world total. It is hardly surprising 
that some water-stressed countries in the region 
have pursued agricultural trade mechanisms to 
gain access to more water—in the form of food. 
Recently, this has taken the form of so-called “land 
grabs,” in which governments and state. compa- 
nies have invested in farmland overseas to meet 
their countries’ food security needs. The Economist 
has estimated that, to date, some 50 million acres 
have been remotely purchased or leased under 
these arrangements in Africa and Asia. 

Although freshwater management has histori- 
cally represented a means of preventing and 
mitigating conflict between countries with shared 
water resources, the growing scarcity of water will 
likely generate new levels of tension at the local, 
national, and even international levels. Many 
countries with limited water availability also 
depend on shared water, which increases the risk 
of friction, social tensions, and conflict. 


The World’s' Water Challenge * 33 


The Euphrates, Jordan, and Nile Rivers are 
obvious examples of places where frictions already 
have occurred. But approximately 40 percent of the 
world’s population lives in more than 260 interna- 
tional river basins of major social and economic 
importance, and 13 of these basins are shared by 
five or more countries. Interstate tensions have 
already escalated and could easily intensify as 
increasing water scarcity raises the stakes. 

Within countries as well, governments in 
water-stressed regions must effectively and trans- 
parently mediate the concerns and demands of 
various constituencies. The interests of urban and 
rural populations, agriculture and industry, and 
commercial and domestic sectors often conflict. 
If allocation issues are handled inappropriately, 
subnational disputes and unrest linked to water 
scarcity and poor water quality could arise, as they 
already have in numerous cases. 


ADDRESSING THE CHALLENGE 

Considering the scope and gravity of these 
water challenges, responses by governments and 
nongovernmental organizations have fallen short 
of what is needed. Despite obvious signs that we 
overuse water, we continue to perpetuate gross 
inefficiencies. We continue to skew consump- 
tion on the basis of politically charged subsidies 
or other supports. And we continue to pursue 
patently unsustainable practices whose costs will 
grow more onerous over time. 

The Colorado River system, for example, is 
being overdrawn. It supplies water to Las Vegas, 
Los Angeles, San Diego, and other growing com- 
munities in the American Southwest. If demand 
on this river system is not curtailed, there is a 
50 percent chance that Lake Mead will be dry 
by 2021, according to experts from the Scripps 
Institution of Oceanography. 

Despite constant reminders of future chal- 
lenges, we continue to be paralyzed by short-term 
thinking and practices. What is especially striking 
about water is the extent to which the world’s 
nations are unprepared to manage such a vital 
resource sustainably. Six key opportunities for 
solutions stand out. 

First, the global community needs to do sub- 
stantially more to address the lack of safe drinking 
water and sanitation. Donor countries, by target- 
ing water resources, can simultaneously address 
issues associated with health, poverty reduction, 
and environmental stewardship, as well as stability 
and security concerns. It should be stressed in this 
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regard that rates of return on investment in water 
development—financial, political, and geopoliti- 
cal—are all positive. The WHO estimates that the 
global return on every dollar invested in water and 
sanitation programs is $4 and $9, respectively. 
Consider, for example; how water problems 
affect the earning power of women. Typically in 
poor countries, women and girls are kept at home 
to care for sick family members inflicted with 
water-related diseases. They also spend hours 
each day walking to collect water for daily drink- 
ing, cooking, and washing. According to the 
United Nations Children’s Fund, water and sanita- 
tion issues explain why more than half the girls in 
sub-Saharan Africa drop out of primary school. 
Second, more rigorous analyses of sustainability 
could help relevant governments and authorities 
begin to address the conspicu- ae 


ply and demand sides of the global water equation. 
The technology landscape is breathtaking—from 
desalination, membrane, and water-reuse tech- 
nologies to a range of cheaper and more efficient 
point-of-use applications (such as drip irrigation 
and rainwater harvesting). It remains to be seen, 
however, whether the acquisition and use of such 
technologies can be accelerated and dispersed so 
that they can have an appreciable effect in offset- 
ting aggregate downside trends. 

From a public policy perspective, taxation 
and regulatory policies can create incentives 
for the development and dissemination of such 
technologies; and foreign assistance projects can 
promote their use in developing countries. Also, 
stronger links with the private sector would help 
policy makers improve their understanding of 

technical possibilities, and 





ous mismanagement of water 
resources in regions across 
the world. This would include 
reviewing public subsidies— 
for water-intensive farming, 
for example—and other sup- 
ports’ that tend to increase 
rather than remove existing inefficiencies. 


PRICED TO SELL 

Third, specialists, scholars, practitioners, and 
policy makers need to make substantial progress 
in assigning to water a market value against which 
more sustainable consumption decisions and poli- 
cies can be made. According to the American 
Water Works Association, for example, the aver- 
age price of water in the United States is $1.50 per 
1,000 gallons—or less than a single penny per gal- 
lon. Yet, when it comes to the personal consump- 
tion market, many Americans do not hesitate to 
pay prices for bottled water that are higher than 
what they pay at the pump for a gallon of gasoline. 
What is clear, both inside and outside the United 
States, is that mechanisms for pricing water on the 
basis of sustainability have yet to be identified. 

Fourth, rapid advances in technology can and 
should have a discernible effect on both the sup- 


_Climate change will in a number 
of regions generate serious 
dislocations in water supply. 


public-private partnerships 
can be effective mechanisms 
for distributing technolo- 
gies in the field. 

Fifth, although our under- 
standing of the relationship 
between climate change and 
water will continue to be shaped by new evi- 
dence, it is important that we incorporate into 
our approach to climate change our existing 
understanding of water management and climate 
adaptation issues. 

Sixth, the complex links among water, agricul- 
ture, and energy must be identified with greater 
precision. An enormous amount of work remains 
to be done if we are to appreciate these linkages in 
the global, basin, and local contexts. 

In the final analysis, our capacity to address 
the constellation of challenges that relate to 
water access, sanitation, ecosystems, infrastruc- 
ture, adoption of technologies, and the mobi- 
lization of resources will mean the difference 
between rapid economic development and con- 
tinued poverty, between healthier populations 
and continued high exposure to water-related 
diseases, between a more stable world and inten- 
sifying geopolitical tensions. E 





managing interdependencies in a globalized world.” 


“International development assistance hasi in effect been assigned a new grand purpose: 








Taking the Measure of Global Aid 
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GG fficial development assistance”— 
the standard measure of aid that 
governments and multilateral 
institutions provide to developing countries— 
is dying. Not that it ever really existed, in the 
sense of neatly representing a global fight against 
poverty that comprised common objectives and 
means. And not that international solidarity itself 

DEVELOPMENT has diminished: More 

-- money, not less, is 
| Global Tr Trends, 2010 o| being poured each year 
into what can be.called 

global development policies. 

Still, an outdated concept of eona 
based on illusions about the unity, clàrity, and puri- 
ty of the international community's goals—is giving 
way to a complex new mix of public policies that 
attempts to promote global public goods and con- 
front the development challenges of a globalized 
world. The aid deck has been reshuffled by a triple 
revolution in objectives, players, and instruments. 

This sudden metamorphosis of international 
development aid presents a problematic question: 
What is the relevance of global standards such as 
the widely cited objective of allocating 0.7 per- 
cent of donor countries’ gross domestic product 
(GDP) to official development assistance (ODA)? 
Understanding why this benchmark is senseless 
may give us a clue as to why it is not reached. In 
any case, it is high time for new measures to guide 
development assistance policies. 


THE NEW WORLD ORDER 

The first of the revolutions that have recently 
swept through international development aid is 
a drastic expansion of the goals assigned to assis- 
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tance. Development aid has always served a wide 
range of economic, political, social, and cultural 
objectives. Yet, for most of its existence, its main 
driving force was geopolitical. The initiators of aid 
were nation-states: European nations, by financ- 
ing expensive economic development projects, 
retained some say in the political and economic 
lives of their former colonies. During the cold war, 
too, development aid served to purchase influence 
in the global south. Indeed, a race for influence 
ran parallel to the global arms race. Vast sums were 
disbursed to keep regions in the right camp. 

Then came the fall of the Berlin Wall and the 
collapse of most communist states. In this new 
world order, economic liberalism prevailed on 
all continents and in virtually all countries. The 
widespread embrace of trade and markets as the 
engines of development created a major identity 
crisis for official development assistance, and this 
period was characterized by large decreases in 
official development flows. ODA for the United 
States, France, and the United Kingdom was 
halved in the space of seven years. 

For much of the 1990s, development assistance 
budgets were used largely to refinance develop- 
ing countries’ public debts, contain humanitarian 
crises, and address the most troubling social con- 
sequences of structural adjustment programs. Aid 
became much more people-centered and much 
less growth-oriented. An increasing share of ODA 
went to social sectors, while -budgets for infra- 
structure and agriculture were sliced. And because 
north-south relations were no longer perceived 
as strategic, states happily gave up the monopoly 
over aid they once enjoyed—such that decreases 
in public aid flows were partly eompenealed for by 
increases in private aid. 

Since the turn of the century, however, the 
international community has come to discover 
other, less appealing characteristics of the “new 
world order.” For many, the terrorist attacks of 
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September 11, 2001, manifested the interdepen- 
dency between developed and developing nations 
in terms of global security. Since then, much ODA 
has been poured into the Iraqs and Afghanistans 
of the world. Vast amounts of money have been 
dedicated to “failed” states. Conflict prevention 
and conflict management have become high-level 
items on the international development agenda. 

Globalization has introduced other challenges 
as well. It has increased the risk that transmit- 
table diseases will spread via commercial trade 
and international travel. It has accelerated global 
warming and the loss of biodiversity. In recent 
years it helped provoke an international food 
crisis and a period of soaring energy prices. The 
global financial meltdown that began in America 
illustrated that, in an integrated world economy, 
misguided policy choices in one country can 
penalize the system as a whole. 

This new set of global problems has com- 
pounded the historic challenges of poverty and 
inequality. Contrary to what many early analysts 
of globalization expected, the global has not 
subsumed or transcended the local. Rather, local 
challenges have become an integral part of global 
stakes. For all of these reasons, international 
development assistance has in effect been assigned 
a new grand purpose: managing interdependen- 
cies in a globalized world. 


EVERYONE’S AN ACTOR 

A second revolution in development assistance is 
an impressive expansion, in both number and range, 
of the players involved in the “market” for aid. The 
end of the state monopoly has sparked a boom 
in private giving. Nongovernmental organizations 
(NGOs)—left-wing and conservative, secular and 
faith-based, small and large—have mushroomed 
in all industrialized countries, and have come to 
represent a considerable proportion of north-south 
financial transfers. Businesses have also emerged as 
a growing component of international transfers. 

Organizations and special funds dedicated to 
development have flourished and proliferated as 
never before. Behind each of these lies a respect- 
able international concern, but many of them also 
represent lobbies that resist aid restructuring and 


streamlining. And because overall cash transfers — 


have not increased as fast as have the entities 
involved, the average size of projects and opera- 
tions has decreased sharply. 

Recipient states too have contributed to making 
the international landscape more complex. Political 


liberalization in many developing countries has led 
to the birth of civil society organizations, them- 
selves on the receiving end of an increasing share 
of development funds. Local governments are also 
taking on a greater role as political decentraliza- 
tion—enabled by democratization, urbanization, 
and demographic growth—advances throughout 
the world. Local businesses and financial institu- 
tions have likewise been increasingly involved. 

This changing and ever-denser institutional 
environment is commonly considered a problem 
for both the efficiency and the coherence of pub- 
lic policy. Indeed, the costs of coordinating the 
activities of multiple stakeholders with differing 
agendas have skyrocketed over the past decade. In 
some cases, the gains realized from having more 
actors involved are outweighed by policy incoher- 
ence and coordination costs. 

But the bustling creativity of new development 
actors has also unleashed forms of innovation 
that would probably not have come about had 
conservative public administrations continued to 
monopolize policy. For instance, philanthropic 
foundations have brought modern business prac- 
tices to international development. In any case, 
this change is not something that can be curbed 
significantly: Whether we applaud or lament it, 
the genie is out of the bottle. Tomorrow’ major 
development challenges will need to be resolved 
in this new, tumultuous environment. 


A NEW TOOL KIT 

The third revolution that has swept through 
development assistance involves the tools with 
which problems are addressed. In the days when 
aid was about geopolitics and states, the lion’s share 
of ODA was accounted for by sovereign grants and 
loans. These were largely channeled to infrastruc- 
ture and agriculture projects. When compassion 
and private solidarity came to drive the field, 
smaller-scale projects in the social sector grew in 
importance, along with large-scale debt relief. 

A section of the international aid community, 
tasked with finding solutions to increasingly glo- 


- balized ills and representing new and diverse com- 


binations of actors, has already moved far beyond 
“old school” development aid. Over the space of a 
decade, international development assistance has 
witnessed an astonishing proliferation of com- 
plex instruments: new taxation or quasi-taxation 
mechanisms (such as taxes on airline tickets); 
increased investment in risk capital; countercycli- 
cal/contingent lending instruments; and so forth. 


Moreover, the way in which projects are evalu- 
ated has undergone a dramatic shift. Old school 
ODA typically consisted of loans and grants that 
subsidized the start-up costs of projects whose 
recurrent operational costs were meant to be 


borne by the beneficiaries. The idea was to avoid © 


donor dependency. This principle, that projects 
needed to be financially and economically viable, 
became one of the cornerstones of development 
assistance. Although projects conceived in this 
way continue to exist—and justly so, since the 
needs to which they respond have not disap- 
peared—economic viability and discrete transfers 
have often been set aside in recent years to allow 
for longer-term, recurrent transfers. 

Today no one asks whether projects funding the 
education of Mali’s children or providing access to 
clean water for Haiti’s urban dwellers are econom- 
ically viable. The efficiency of a program is now 
evaluated according to the improvements brought 
to a targeted population’s basic living standard. In 
a way, the logic of economic investment has been 
replaced by one of long- 
term social redistribution. 

A similar paradigmatic 
shift in the instruments of 
aid has occurred because 
of the need to protect and 
finance global public goods. 
International health, for 





The global has not subsumed or 
transcended the local. Rather, 
local challenges have become an 
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the international development community mea- . 
sures financial volumes dedicated to development 
aid. The new daily practice of aid in the twenty- 
first century is now well established, yet assess- 
ment of national contributions and their impacts 
has largely stuck to old school methods. 

The problem ina nutshell is that the Development 
Assistance Committee (DAC) of the Organization 
for Economic Cooperation and Development 
(OECD) continues to measure development assis- 
tance by adding up OECD member states’ grants, 
certain types of loans, and a whole series of “other” 
expenses whose link to development financing is 
at times tenuous. Indeed, it is hard to find other 
examples of public policies whose performance is 
assessed so little on the basis of results and so much 
on the basis of expenses, themselves measured so 
imperfectly. Still, the. DAC’ figures continue to serve 
as the basis for official and highly pekoza prom- 
ises of development aid. 

The OECD's. measure of ODA, which was created 
to gauge a relatively narrow-set of activities aimed 
at promoting the conver- 
gence of former colonies 
economies with their for- 
mer masters, has become 
the only benchmark to 
assess official north-south 
financial flows. Yet it suffers 
from three deadly sins: It 





example, responds to the 
logic of the weakest link: Pandemics tend to 
break out in countries with the lowest capac- 
ity for prevention, early warning, and emergency 
treatment. If the world is to defend itself from 
global pandemics, it will need to strengthen the 
. weakest links. The same goes for certain climate 
‘change efforts. Thus, nations cooperate to achieve 
a global public good, sharing the burden of action 
according to actors’ capacity to pay. This requires 
mobilizing more stable sources of funding and 
finding appropriate disbursement mechanisms. 
Let us be clear: This new creativity in develop- 
ment aid should not—cannot—aspire to replace 
traditional aid channels and resources. Many tra- 
ditional development problems require traditional 
development solutions. But the diversification of 
tools and resources is both vital and natural. 


SINS OF MISMEASUREMENT 

This triple revolution in goals, actors, and 
instruments amounts to enormous change. But 
surprisingly, it has not yet affected the way that 





measures expenditures not 
remotely relevant to what really matters; it fails to 
capture the resources that are dedicated to specific 
ends; and it does not align costs with outcomes. In 
fact, only a minority of expenses included under 
ODA actually translates into fresh funds for devel- 
opment programs in the world’s poorest nations. 
To start with, the administrative overhead of 
donor states counts as aid—which clearly is not 
the best incentive for achieving resource-efficient 
aid bureaucracies. ODA figures include items such 
as grants offered to students from the developing 
world who study in a donor nation—even’ when 
they never return to their home countries to work. 
Also included are the costs of caring for political 
refugees from developing nations, and emergency 
relief and food aid sent to zones of natural disaster 
or conflict. The importance of such expenses is 
undeniable, but their link to countries’ long-term 
economic and social development is very indirect. 
Debt relief is also included: In 2005 it repre- 
sented a record-high 25 percent of ODA. While it 
is true that debt restructuring has been helpful to 
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many developing nations, allowing them to recover 
essential margins of manewver in their national bud- 
gets, debt forgiveness sometimes does not represent 
a real budgetary cost to donors, since they do not 
actually expect to be paid back. There is also some- 
thing awkward about counting the cancellation of 
loans that at the time they were granted would not 
have counted as ODA—as is the case with Iraq's 
sovereign debt, which was largely amassed to pay 
for weaponry during the Iran-Iraq War. 
Conversely, ODA's second sin is that, it misses 
a whole range of items that contribute meaning- 
fully to financing development assistance. For one 
thing, development aid from non-OECD countries 
appears nowhere in statistics on international 
development—other than in very approximate 
and unofficial estimates. Yet non-OECD states rep- 
resent a growing share of development aid. 
China’s aid to Africa is a case in point. Beijing 
has become one of the major contributors to the 
financing of infrastructure in sub-Saharan Africa. 
The very generous aid policies of oil-rich Arab 
states are not included 
either. In the same vein, 
although private giving 
to development efforts is 
now estimated as equal 
to half of (the inflated) 
official totals of official 
development assistance, 


Today no one asks whether projects 
funding the education. of.Mali’s children or 
providing access to clean water for Haiti’s 

urban dwellers are economically viable. 





this contribution does 

not appear in official measures: of development 
aid. ; 
Moreover, many of the innovative tools that have 
been designed in recent decades to finance develop- 
ment do not count toward ODA, which only takes 
into consideration grants and loans with a- grant 
element of at least 25 percent. Failing to include 
new tools in measures of development assistance 
reduces the incentive for countries to.use them. 
Likewise, many activities are not captured because 
they are deemed too remote from the so-called 
core of the development agenda expressed in the 
Millennium Development. Goals. This is the case, 
for instance, with some peace-building and post- 
conflict activities, the training of international 
police forces, and the construction of prisons. 


COSTS AND BENEFITS | 

The third deadly sin of ODA is its failure to 
address a number of crucial types of questions, 
thereby preventing a better appraisal of donor 
efforts and a more efficient alignment: of expen- 


ditures with outcomes. First, what are the overall 
funds. mobilized. to finance global development 
policy—regardless of their origin and delivery 
method? The international.community is ill- 
equipped today to assess its own efforts according 
to this most basic benchmark. 

Second, what outputs and impacts are achieved 
through the projects and programs that are 
financed? How many children gain access to vac- 
cinations? How many square kilometers of rain . 
forest are saved from destruction? Because ODA 
measures only financial inputs, and because it 
does not identify the policy goals that are sought, 
it is absolutely mute on the question of impacts. 

Third, what are the budgetary costs to donor 
states of development aid? Although this seems 
the most logical benchmark for comiparing states’ 
contributions to international development, such 
figures are nowhere to be found. Grants of course 
relate directly to budgetary costs, but official data 
do not capture the fiscal expenditures represented 
by tax exemptions that help NGOs and foundations 
appeal to public gener- 
osity (and the desire to 
avoid inheritance taxes). 

Finally, what are the 
‘administrative costs of 
delivering development 
policies? DAC stan- 
dards allow for: declar- 
ing administrative costs, 
but these figures are then mixed into the broader 
hodgepodge of ODA. And no one is able to identify 
clearly how much money is spent in the field and 
how much is spent outside.developing countries. 


THE NAME’S THE THING 

What are our options for escaping the current 
impasse and steering global development policy as 
efficiently as possible? Four goals can be identi- 
fied: first, giving things appropriate names, since 
proper naming and counting are crucial to build- 
ing a sound foundation for global policies; second, 
devising estimates of the overall funding made 
available for particular goals, whatever the prov- 
enance of the funding; third, aligning policy goals 
with measures of results; laying aside for good the 
bureaucratic focus on expenditures; and fourth, 
assessing the budgetary costs of official aid so that 
we can benchmark governments’ efforts. 

To address the first goal, we suggest forgetting 
about ODA. Why not move toward a new concept: 
global policy finance (GPF)? This measure would 


include all funding devoted to the three core 
components of sustainable development: achiev- 
ing convergence between northern and southern 


economies; providing better access to essential ` 


services across the world; and providing global 
public goods (environmental protection, interna- 
tional health, and so on). 

Although GPF would encompass activities that 
go beyond old school economic -development 
objectives and delivery methods, it would in no 
way exclude them. This broader scope would rec- 
ognize that the nature of what the international 
community is undertaking has changed, and thus 
what needs to be measured has changed. 

Regarding the second goal, our statistics should 
estimate the overall financing provided toward an 
agreed set of objectives for international develop- 
ment assistance. These figures should disregard 
financing’s provenance and the share of grant 
money, and give us a measure of the overall sum 
that can be invested in the policy. Such a measure 
would provide a first yardstick of the financing 
gap for each type of policy goal (such as fighting 
climate change, or eradicating a given disease). 

As to the third goal, we should devise a way 
to measure the development results of specific 
development activities or other global public poli- 
cies. This would encourage innovation and allow 
us to concentrate on what ultimately matters: 
impact. An agreed methodology would allow us 
to compare the results of very different actions, be 
they systemic, programmatic, or project-oriented. 
Each actor in development aid, whatever its 
nature (public or private, from a traditional or an 
emerging donor nation, and so on), would be able 
to report the results of its development activities 
according to this methodology. Results would be 
open to verification. 

Regarding the fourth goal, we could establish a 
metric such as “official global public finance” that 
would tabulate states’ budgetary efforts toward a 
set of agreed global causes. This would measure 
public resources earmarked for financing glob- 
al policies—no matter the instruments through 
which they are channeled. This approach would 
encourage countries to leverage their instruments 
so as to enhance the impact per dollar spent. 


TIMES CHANGE 
These are bold changes in policy formulation 
and measurement, and implementing them would 
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have important consequences on, among other 
things, communications. The target of spending 
0.7 percent of GDP on development assistance has 
played an important role in public debates, and it 
has helped in the naming and shaming of coun- 
tries that perform badly. Defining a policy objec- 
tive according to its budgetary inputs is, as we 
have suggested, problematic. However, preserv- 
ing some sort of easy-to-communicate minimum 
benchmark is important. 

Thus, one could retain the figure of 0.7 per- 
cent, but, for example, specify that it should be 
applied only to a certain category of actions (for 
instance, promoting access to essential services). 
Alternately, we could alter the target (for instance, 
to 1 percent or 1.5 percent of GDP) and include 
all the development objectives—promoting eco- 
nomic growth, human welfare, and global public 
goods. 

Another question is whether the DAC should 
continue to exist. It should, but its scope should 
be extended. Many countries and organizations 
that currently do not want to or cannot join the 
OECD would be willing to participate in a forum 
where global development policies are debated, 
standards set, and evaluations processed. 

Such a group would probably look very dif- 
ferent from the current DAC. It would therefore 
need a new name, such as “Global Policy Funding 
Forum.” The UN would have a crucial role to play 
in this reorganization: A joint venture between 
the DAC and the UN Development Program might 
provide the best platform for such global engage- 
ment. The Bretton Woods institutions would also 
have an active role to play. 

Changes such as these will not happen over- 
night, nor will they happen by themselves. At 
some stage, a set of actors will need to take the 
initiative and clarify the emerging global policy 
of development assistance by making it more 
inclusive—and better measured, evaluated, and 
communicated. To declare the death of ODA is 
neither to claim victory over poverty nor to admit 
defeat. Rather it is a statement of reality, an admis- 
sion that times change. Moving from ODA to GPF 
would be to recognize that policies, actors, and 
instruments also change over time—and that an 
administrative measuring instrument created sev- 
eral decades ago needs serious revamping if we are 
to face effectively the global policy challenges of 
this century. E 
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INTERNATIONAL 


Climate change 

Nov. 15—On the sidelines of an Asia-Pacific eden Coopera- 
tion (APEC) summit in Singapore, it is announced that world 
leaders have abandoned hopes of reaching a binding interna- 

' tional agreement at a UN climate change conference scheduled 
for December in Copenhagen. A new climate deal 1s needed to 
succeed the Kyoto Protocol, which expires at the end of 2012. 

Nov. 25—The administration of US President Barack Obama 
announces that the US will by 2020 strive to reduce its carbon 
emissions by about 17% from 2005 levels, and to reduce emis- 
sions 83% by 2050. Formalizing the announced reductions will 
depend on action by the US Congress. 

Nov. 26—China vows by 2020 to reduce its carbon intensity, or 
the amount of carbon produced per unit of energy consumed, 
by 40 to 45% compared to 2005 levels. China's total emissions 
would increase even if the goal 1s reached. 


European Union 

Nov. 3—The Czech Republic approves the Treaty of Lisbon, 
becoming the last of the EUs 27 member states to do so. The 
treaty establishes a full-trme EU presidency and further empow- 
ers the grouping’s foreign minister. The treaty, which EU officials 
hope will strengthen Europe’s role in global affairs, goes into 
force Dec. 1. 


Israeli-Palestinian conflict 

Nov. 5—Mahmoud Abbas, president of the Palestinian Authority, 
says he will not seek reelection in scheduled January voting. 
The announcement comes amid sputtering US efforts to broker 
Israeli-Palestinian peace talks, with Israel spurning US demands 
to halt construction of settlements ın the West Bank and Pales- 
tinians disappointed that the US has not exerted greater pressure 
on the Israelis. 


AFGHANISTAN 

Nov. 1—Abdullah Abdullah, who was to have competed against 
incumbent Hamid Karzai in á Nov. 7 run-off election for the 
country’s presidency, drops out of the race because, he says, a 
fair vote 1s impossible. 

Nov. 2—President Karzai is officially declared the elections winner. 

Nov. 30—Obama orders that 30,000 additional US troops be 
deployed to Afghanistan. NATO allies will be asked to provide 
10,000 new forces as well. The deployment ıs part of a new US 
plan under which forces are to begin witlidrawing in 2011, by 
which time it is hoped Afghanistan can start assuming responsi- 
bility for its own secunity. 


HONDURAS 

Nov. 29—A controversial presidential election is won by the con- 
servative Porfirio Lobo, who gains about 52% of the vote. The 
voting follows a June mulitary coup in which President Manuel 
Zelaya was ousted and replaced with congressional leader 
Roberto Mıchelettı. Months of regional efforts to defuse the 
crisis resulted in an October agreement whereby Zelaya was to 
have been returned to power until the election and the results 
of the voting were to be recognized by all sides. However, the 
country’s congress never approved the agreement and Zelaya 
urged his supporters to boycott the vote 


IRAN 


Nov. 27—The International Atomic Energy Agency (IAEA) 
demands that Iran halt operations at a once secret uranium 
enrichment facility near Qum. The IAEA action comes amid Ira- 
nian foot-dragging regarding an October agreement, according 
to which Iran was to have sent enriched uranium to Russia for 
further enrichment, thereby slowing Tehran’ alleged progress 
toward building nuclear weapons. Russian and Chinese support 
for the IAEA; stance is seen as a victory for the US, which lob- 
bied hard for the 2 countries’ assistance. 

Nov. 29—Iran announces,it plans to build 10 more uranium 
enrichment facilities. : 
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IRAQ ; 


Nov. 8—The Iraqi parliament passes a law necessary for admin- 
istering a January national election. The last national election, 
held in 2005, was marred by a Sunm boycott; the election law is 
designed to prevent a recurrence of such legitimacy problems. 

Nov. 18—Tariq al- Hashemi, one of the country’s 3 vice presidents, 
vetoes the law, leaving the status of the election in limbo. 


KOREA, NORTH 

Nov. 2—A spokesman for, North Koreas foreign ministry calls for 
direct talks between Pyongyang and Washington on the North's 
nuclear weapons program, and also indicates a willingness to 
participate in 6-party talks that include South Korea, Japan, 
China, and Russia. TheUS favors the 6-party format. 


UNITED ARAB EMIRATES, DUBAI ° 

Nov. 25—The government of Dubai asks banks to allow Dubai 
World, its primary investment vehicle, to suspend debt repay- 
ments for 6 months. The request sparks fears that Dubai will 
default on its heavy debt load, amassed dumng the emurate’s , 
stalled effort to transform itself into a finance and tourism center. 

Nov. 30—The central bank of the United Arab Emirates helps calm 
markets by pledging loans to Dubai banks. 


UNITED STATES 

Nov. 19—Returning to Washington from South Korea, Obama 
completes his 1st trip to Asia as president. The tap—which ` 
also took him to China, Japan, and, for the APEC summit, 
Singapore—produced few public announcements of tangible 
achieverhents. For example, China made no public concessions 
on human rights or currency exchange rates 


URUGUAY 

Nov. 29—Leftist former guerrilla José Mujica wins a run-off presi- 
dential election, gaining 53% of the vote compared to 43% for 
the former right-wing president Luis Alberto Lacalle. Mujica is 
expected largely to continue the policies of the outgoing presi- 
dent, Tabaré Vazquez. 


YEMEN 


Nov. 4—Saudi Arabia launches a fighter jet attack against Houthi 
rebels, who for years have been battling the Yemeni government, 
after Houthis kill a Saudi border guard in the vicinity of the 2 
countries’ poorly defined border. The conflict raises fears of a 
Yemeni proxy war involving Saudi Arabia and Iran. a 
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THE GLOBAL DOWNTURN hit some European countries 
(Iceland, Greece, Germany, Britain, Italy, France) 


l harder than others (the Czech Republic, Poland, 


Slovenia, Slovakia, Estonia). Today, even as 
demographic challenges loom, few of the continent's 
political leaders enjoy public favor. Britain, for 
instance, seems ready to trade Labor for Tories. In 
Germany, Chancellor Angela Merkel’s second term 
has gotten off to a shaky start. On the other hand, 
the economic upheaval could have been much worse. 
And the Lisbon Treaty, approved last year, could 
in time make the European Union more effective 
internationally. Our March issue will assess a variety - 
of developments in the region. Topics scheduled to 
appear include: 


e Europe, the Rising Superpower 
Andrew Moravesik, Princeton University 


e Britain’s Lost Love for Labor 
Martin Smith, University of Sheffield 


e The State of Europe’s Welfare State 
Stein Kuhnle, University of Bergen 


e Germans’ Still-Divided Identity 
E. Wayne Merry, 
American Foreign Policy Council 


e Ukraine’s Security Dilemma 
James Greene, former head of 
NATO liaison office in Kiev 


e Greece, Turkey, and the Fate of Cyprus 
Hugh Pope, International Crisis Group 


e Eastern Europe’s Economic Woes 
Janusz Bugajski, 
Center for Strategic and International Studies 
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“Brazils emergence as a major economic and political player in international affairs, together with 
Lula’ role in this achievement, is one of the more remarkable developments of the past decade.” 


‘Lula’ s Last Year. 


KENNETH MAXWELL 


s he began the last year: of his final term 
Ae office, Brazilian President Luiz. Inacio 

Lula da Silva was well satisfied. When 
he appeared on his radio program, “Café com o 
Presidente,” for the last time in 2009, Lula declared 
“The year . . . was more than good.” 

It was an expression of contentment that few 
other heads of state would have been comfort- 
able making. Certainly not US President Barack 
Obama, who, having navigated the worst econom- 
ic downturn in the United States since the Great 
Depression, and still facing tough negotiations in 
Congress over heath care legislation, was at year’s 
end facing sagging popularity. ratings. 

Lula, looking ahead in his broadcast to his final 
year in office—a presidential election will be held 
in October and a new president will be sworn in 
on January 1 of next year—said that he believes 
Brazil has much going for it. The economy is 
growing and employment. is increasing, as is 
investment in infrastructure, and government 
programs .are both supporting the incomes of 
the poor and. tying assistance to education. The 
government, he noted, is considering new laws to 
administer the income expected from vast, newly 
discovered offshore petroleum reserves—laws that 
would guarantee substantial returns in the ae Palle 
interest. 

All this led a confident Lula to declare in his 
broadcast that: “I am more optimistic than any 
Brazilian citizeri, and I am more optimistic now 
' than I have ever been.” Whatever the grounds for 
his optimism, which are indeed considerable, cer- 
tainly Brazil’s emergence as a major economic and 
political player in international affairs, together 
with Lula’s role in this achievement, is one of the 
more remarkable developments of the past decade. 


KENNETH MAXWELL is on leave as director of the Brazil Stud- 
ies program at Harvard University. 


THE PERNAMBUCO PRODIGY ’ 

Lula himself is aran unusual leader, and one 
of the few individuals of very humble origins to 
become head of any state. Born in 1945 in the 
interior of Pernambuco, in northeastern Brazil, 
Lula had little formal education. In 1952 he 
migrated with his mother and her other children 
to the state of São Paulo in the rapidly industrial- 
izing south of-Brazil. 

Like many other migrants from the iita 
Lula and his family arrived in the port city of 
Santos after a long journey on the back of an open 
truck. They found that Lula’s father, who had left 
Pernambuco for São Paulo shortly after his son’s 
birth, now had a‘second family. Lula’s mother 
soon moved out with her children, taking a small 
room in the back of a bar in São Paulo city. 

By the time he was 12 years old, Lula was work- 
ing as a shoeshine boy to help support his family. 
At 14 he got a job in a copper-processing factory 
as a lathe operator. At 19 he lost the little finger on 
his left hand while working in an auto parts fac- 
tory. He became an active trade unionist, and went 
on.to hold several important union positions. Lula 
married in 1969, but his first wife and his child 
died of hepatitis in 1971. Lula was married again 
in 1974, to Marisa Leticia, a widow. He now has 
three sons, and he also adopted Marisa’s son from 
her first marriage. 

- Lula was elected president of the Steel Workers 
Union in greater São Paulo in 1978, and he 
organized several large strikes against the auto- 
mobile industries. In 1981 he was jailed by the 
military regime, spending 31 days in prison. As 
president of a union federation, he was a found- 
ing member of the Workers’ Party (Partido dos 
Trabalhadores). Representing that: party, Lula ran 
unsuccessfully for the Brazilian presidency three 


` times, the first time in 1989. But in 2002, on his 


fourth attempt, he won, and succeeded Fernando 
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Henrique Cardoso as president. Cardoso had ` 


changed the Brazilian constitution to allow for a 
second presidential term and Lula, following this 
precedent, was reelected in 2006. l 
The 2002 election of Lula was received with 
undisguised dismay. by the financial and business 
communities at home and abroad: They feared a 
default on Brazil’s sovereign debt. But the Lula of 
2002 had learned several important lessons, above 


all the need to reassure those who distrusted him” 


most. Before he took office he issued “a letter to 
the Brazilian people,” saying in essence that he 
would sustain the economic model developed 3 
the Cardoso government. . s . : 

Then, immediately, on taking office, Lula sur- 
prised most observers by implementing orthodox 
economic policies even more austere than those 
attempted by Cardoso. He. promised, and, then 
achieved and sustained, a primary budget surplus. 
In 2002 financial markets had been petrified at 
the apparent triumph of the Brazilian left; but by 
2006 the growth in Brazil's gross domestic product 
was, for the first time in 50 years, greater than 
inflation. 


THE LULA AGENDA ie 

When Lula took office on January. 1, 2003, his 
economic advisers felt that- the pursuit of bud- 
get surpluses was essential—not just to reassure 
skeptics, but also because, over time, new inter- 
national crises would inevitably, emerge. When 
they did, Brazil would need financial reserves and 
credibility to confront them. 

In this calculation the advisers were .right. 
Indeed, Brazil’s resilience in the face of the recent 
international financial collapse confirms that the 
country took the: right measures at the right 
time. By January 2008, Brazil had become a net 
foreign creditor. By mid-2008, rating agencies 
had elevated Brazil's debt from “speculative” to 
“investment” grade. Critical in all this has been 
the role of Henrique Meirelles, a former CEO of 
BankBoston and the long-term president of the 
Brazilian central bank. 

Lula has also put.a. comprehensive Social 
agenda at the top of ‘his priority list, and the suc- 
cess of measures he. has pursued does much to 
explain his astounding popularity. (At the end 
of December 2009 his approval rating stood at 
over 70 percent.) In his year-end:radio broadcast, 
Lula highlighted policies aimed at improving the 
everyday life of the least advantaged sectors of 
the population. . TE 


`- „His ‘overwhelming priority has been to make 


sure that all Brazilians have sufficient food to eat. 
The countrys zero fome (zero hunger) program 
comprises a mixture of approaches involving, for 
example, the expansion of access to water cisterns 


. in Brazil’s semi-arid backlands, measures aimed at 


strengthening family agriculture, and the provi- 
sion of minimum cash payments to the poor. 
This approach was first developed under the 


Cardoso government, but Lula in 2003 expanded 


the program and eliminated administrative over- 
laps. The zero fome program accepts donations 
from the public and the international community. 
And one of its chief components, Bolsa Familia—a 
conditional cash grant initiative under which 
families become eligible for assistance if the chil- 
dren attend school and are vaccinated—is now 
internationally recognized as a model. 


MARKET SUCCESS 

The economy overseen by the Lula administra- 
tion has emerged from the international economic 
crisis stronger than ever. Brazil began experienc- 
ing the global downturn later, and emerged from it 
earlier, than North America and Europe. Its banks 
remain sound and profitable. Domestic consump- 
tion is expanding ‘and so is the middle.class. The 
country’s economy has diversified. Companies 
like Brazil Foods, JBS-Friboi, Vale, Odebrecht, 
and Camargo Corréa compete internationally. 
Brazil has continued to develop beneficial rela- 


tionships abroad, especially: with China. In 2010 


it is expected‘ that economic growth will reach 5 
percent. 

Brazil has ee a major agricultural pro- 
ducer. It is now the world’s largest exporter of 
sugar, coffee, beef, and orange juice. Soybeans 
are. Brazil’s fastest-growing export—especially to 
China, which last year became -Brazil’s largest 
trading partner, surpassing the United States. 
Until 2002, two-thirds of Brazil’s trade was with 
the northern hemisphere; since Lula took office, 
south-south trade and investment have grown. 
Brazil: also exports - aircraft, vehicles, iron ore, 
steel, textiles, and shoes. 

The recent discovery of offshore oil resources 
has made Brazil a petroleum exporter for the first 
time. The discoveries promise to transform the 
country into one of the giants of global oil pro- 
duction, as offshore: wells-come on line over the 
next decade. 

. The dominant player in oil in Brazil is- a 
state corporation, Petrobras. Since -1997, however, 


when Petrobras’s monopoly came to an end, major 
foreign companies have also been successfully 
involved. in exploration. Foreign investment may 
become more important because the offshore oil 
finds in the Campos and Santos basins are very 
difficult to access, lying beneath a layer of salt, 
some 18,000 feet below the ocean surface off 
Brazil’s southeast coast. : l 

Brazil also has developed a. thriving ethanol 
sector, with a large number of its motor vehicles 
adapted to use “flex. fuel,” a-mixture of ethanol 
and petroleum. By 2020 it.is expected that some 
90 percent of cars-in Brazil, will be running on eth- 
anol or an ethanol-petroleum mix. The internet, 
too, is rapidly expanding in Brazil—not so much 
via fixed lines, where access ‘remains limited, but 
via mobile broadband, where expansion has been 
spectacular. 


THE “TEFLON” PRESIDENT 


For all of his pragmatic policies and the respect 


he has gained on the international stage, Lula 


has not lost his ability 
to surprise. When British . 
Prime Minister, Gordon 
Brown. was in Brasilia in 
March 2009, Lula told 
him that “white, blue- 
-eyed people,” not Indians ` 

or blacks, and not poor people, had. created the 
economic crisis and spread it around the world. 
(Brown, taken aback, said he preferred not to 
attribute blame to individuals.) = 

Lula has long argued that poor and develop- 
ing-countries have been the victims of mistakes 
made by the richer countries. He also argues that 
the developed world should contribute to resolv- 
ing the problem of deforestation in the Amazon 
region, where 25 million Brazilians live. 

In the domestic arena,. challenges remain, of 
course. The Brazilian political and judicial sys- 
tems are dysfunctional in many respects. The 
interior, especially along the frontiers im the 
Amazon, remains a land where the gun rules. 
Imbalances in regional interests and power poli- 
tics are well recognized, but extremely difficult 
to change.: And the Lula government, or the 
Brazilian political system more generally, faces 
recurrent corruption scandals. 

These scandals at times have come very close 
to the president himself. For example, his chief 
of staff, José Dirceu, was forced to resign in 2005 
after he was accused of leading a scheme to 


As:the end of his presidency nears, Lula 
is the international “star” of the moment. 


T ` Lula’s Last Year ° 45 


“buy” congressional votes. So far, however, Lula 
has been immune to the consequences of these 
scandals, and they have not affected his personal 
popularity. He remains what many in: Brazil call 
the “Teflon” president, and his-international ed 
tige has only grown with time. 

As the columnist Fernando Rodrigues sissies 
recently.in Brazil’s- largest-circulation newspaper, 
Folha de São Paulo, it is worth noting that this year 
Brazil will have completed 25 years as a democrat- 
ic country. It is easy, Rodrigues wrote, to recall the 
many problems that.the country has faced during 
this time—from hyperinflation under President 
José ‘Sarney, to the impeachment of President 
Fernando. Collor, to a manipulated auction of the 
state telephone monopoly during Cardoso’s ten- 
ure, to the congressional scandals under Lula. The 
public is well aware of all this, and more recently 
has seen-the release of videos showing politicians 
in Brasilia stuffing their socks -and underpants 
with wads of ill-gotten cash. l 

Yet, as Rodrigues pointed out, no question 

exists about the trans- 
parency that has come 
along with democracy. 
Brazilians now know 
what each congressional 
- deputy spends on gaso- 
line, travel, and restau- 
rants. A oe way remains. to go toward mature 
and fully accountable institutions, Rodrigues con- 
cluded, but at least Brazil is on the right road. 


THE YEAR AHEAD 

Lula has chosen his candidate for the succes- 
sion: Dilma Rousseff, a former guerrilla leader. 
Originally from Minas Gerais, she was imprisoned 
and tortured by the. military regime, and later 
became a major figure in the Workers’ Party in Rio 
Grande do Sul. Since 2005 she has served as Lula’s 
chief of staff in the presidential palace. 

Rousseff’s likely opponent will. be.the current 
governor of São Paulo, José Serra, a US-trained 
economist who. had a successful term as minister. 
of health under President Cardoso.. He became 
famous at the time for taking on the international 
pharmaceutical industry in an effort to provide 
cheap generic drugs for Brazil's HIV-positive 
population. Serra has long had presidential ambi- 
tions. He is a leader of the Brazilian Social 
Democratic Party and is close to Cardoso. 

Whether or not Lula can transfer his popular- 
ity to Rousseff remains to be seen. Lula appears 
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to be constructing a presidential campaign alli- 
ance between the Workers’ Party and the Party of 
the Brazilian Democratic Movement—a coalition 
more interested in ‘who will win than ‘in ideology, 
and in which the role of repel power. brokers 
could predominate. `» 

Meirelles is sometimes mentioned as a potential 
vice presidential candidate on-a Rousseff ticket. 
And Sarney, the former president and now. presi- 
dent of the Senate, as well as former President 
Collor, now a’ senator, are also major figures in 
this potential coalition. Brazilian-politics at times 
makes for strange bedfellows. 

The coming months may bring surprises. At the 
end of 2009, one unexpected development was 
the objection by leaders of the armed forces to a 
government plan to establish a “truth commis- 
sion” to investigate’ human : 


role in international forums such as the recent UN 
Global: Climate Conference in Copenhagen, ‘and 
among the-so-called BRICs' (Brazil, Russia, India, 
and China), when they meet to discuss questions 
of mutual concern. And Brazil continues.to play 
an important role’ within the Group of 20 and in 
international trade negotiations. 

Brazil remains committed to a reform of the 
United Nations Security Council that would see 
that body more- clearly reflect the: world’s distri- 
bution: of power and influence. Brazil believes 
it deserves a place among the Security Councils 
permanent representatives. ‘This aspiration may 
take some time to realize, but Brazil has long 
believed its area of-influence is not restricted to 
the Americas. And during his years in office Lula 
has helped build a basis for expanded influence. 

The Spanish newspa- 





rights violations by the 
military dictatorship (1964— 
1985), still a sensitive issue 
both for the military and for 
many members of the for- 
mer opposition. Lula must 
also decide on new: equip- ` 
ment for the armed forc- 
es, another sensitive issue and potentially qùite 
expensive. (French President Nicolas Sarkozy has - 
lobbied successfully to sell French aircraft.) 

The United States has been largely absent over 
the past year without an ambassador in Brasilia. 
Obama’s choice, Thomas Shannon, who had been 
President Bush's assistant secretary of state for 
interamerican affairs, was held up by a succession 
of objections by Republican senators, who put “a 
hold” on his nomination for reasons that had little 
to do with his merits. The United States will have 
much cots up to do in 2010. 


“THE SON OF BRAZIL” 

One development that no one expects is ‘a 
decline in Lula’s stature in the year ahead. Certainly 
as of now, he has defined himself as a formidable 
and pragmatic leader of his country. He also is 
an active participant on the -international ‘stage, 
where Brazil increasingly has made its’ presence 
felt on a variety of issues. 

» Under Lula, Brazil has expanded its diplomate 
presence globally. It has assumed a prominent 





` Lula surprised most observers by _ 
implementing orthodox economic 
` policies even more austere than 
those attempted by Cardoso. - 





per El País and the French 
newspaper Le Monde in 2009 
both named Lula their “per- 
son of the year.”: London's 
Financial Times, in its end- 
of-the-decade assessment. of 
the world’s “most influen- 
tial leaders,” included him 


‘among its top 50. 


-Lula was chosen, the Financial Times said; 
because he is the “most popular leader” in the 
history. of Brazil,.and because of his “charm and 
political: ability” and economic achievements, 
including low inflation and effective programs tar- 
geting low-income Brazilians. At the beginning of ~ 
2010, a feature film, “Lula: The Son of Brazil;” was 
released across the country. Some’ commentators 
found it overly MUGALOLY, but the public flocked ` 
to see it. - a 

As -if to ratify this new euphoria, Brazil will 
host the World Cup'in 2014, no small thing for a 
soccer-mad country. And Rio de Janeiro has been 
awarded the Olympic Games in 2016, making 
Brazil the first South American country to receive 
this honor. Both these events will pose major chal- 
lenges for the country, but: they also promise to 
bring massive investments-in Brazil's infrastructure 
as well as a boost to national pride: In short, as the 
end of his presidency nears, Lula:is the interna- 
tional “star” of the moment. No mean achievement 
for a former Brazilian shoeshine boy. a 





How Reform Has Powered Brazil’s Rise 


RIORDAN ROETT 


n 2001, when the investment bank Goldman 
Sachs introduced the term “BRIC” to refer 
to four fast-growing developing economies 
(Brazil, Russia, India, and China), Brazil was seen 
as the laggard in the group. Since then, however, 
it has moved quickly to consolidate its BRIC status 
‘and has made major strides 
toward its goal of attaining 
global importance. 
. Although important 
™ reforms remain to be made 
in Brazil—as rating agencies pointed out when 
raising the country’s sovereign. debt status to 
investment grade in 2008 and 2009—impressive 
“monetary and fiscal progress has been achieved 
under President Luiz Inacio Lula da Silva. The ori- 
gins of Brazil’s economic success story, however, 
go further back than -2003, when Lula and his 
Workers’ Party (PT) came into power. 


Sixth in a series 





CARDOSO’S LEGACY 

The 1994 election to the presidency of 
Fernando Henrique Cardoso was a critical junc- 
ture in Brazil’s development. Cardoso, as finance 
minister in the administration of President 
Itamar Franco, had surveyed the bleak economic 
history of Brazil since the country’s transition 
to democracy in 1985. The record was littered 
with the burgeoning of the public sector; over- 
spending; failed, heterodox shock programs; and 
a lack of the political will necessary to address 
the fundamental flaws in the country’s economy. 


When Franco asked Cardoso to take charge of | 


the economy as part of an effort to stabilize his 
administration, Cardoso assembled a team of 
young, pragmatic economists to draw up a blue- 
print for the country. 


RIORDAN ROETT is the director of Western Hemisphere Stud- 
ies and the Latin American Studies program at the School of 
Advanced International Studies at Johns Hopkins University. 
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The result was the Plano Real. Announced in 
December 1993, the program contained three ele- 
ments: the introduction of a budget with a severe 
fiscal adjustment (which was approved by Brazil's 
Congress relatively quickly); a process of general 
price indexation; and the introduction of a new 
currency. that would be pegged to the US dollar. 
The hallmark of the plan was fiscal austerity. Also 
very important was a decision to‘cast the new 
approach as an “immediate action plan,” but one 
that would be discussed with Congress and pub- 
licly debated. There were to be no more. sudden 
shocks or surprises. 

The plan called for a $6 billion cut in govern- 
ment spending. That amounted to-a 9 percent 
reduction in federal spending: and 2.5 percent 
reduction across all other levels of government. 
An across-the-board tax.increase of 5 percent was 
levied and tax collection was tightened. A new 
effort was made to resolve tensions between the 
federal government and the states and municipali- 
ties concerning transfers’ from the. central budget. 
Meanwhile; a new Social Emergency Fund was cre- 
ated to make acceptable to economically marginal 
Brazilians a series of fiscal adjustments—including 
significant spending cuts in ‘the areas of govern- 
ment investment, personnel, and state companies. 
The fund received 15 percent of all tax receipts. 

The new price indexing system’ was intro- 
duced in February 1994. The complex conver- 
sion from the old financial system to the new 
became popular very quickly as ordinary people 
understood that inflation was slowing and prices 
were stabilizing. The economic team decided to 
introduce a new currency, the real, in July 1994. 
Along with the new currency, the government 
adopted a restrictive monetary policy consisting 
of a short-term limit on loans for the financing 
of exports; a 100 percent reserve requirement on 
new bank deposits; and a limit on the expansion 
of the monetary base. 
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As a result of these’ measures, gross domes- 


tic product (GDP) grew strongly, averaging 4 


percent a year from 1994 to 1997, compared to 


flat or declining output in the five years before. 
Investment climbed to about 16 percent of GDP 
after stagnating for more than a decade. Nominal 
salaries also rose, and real salaries were 18.9 
percent higher in the first two months of 1995 
than a year earlier. As workers’ purchasing power 
increased, consumption rose by 16.3 percent 
between the second quarter of 1994 and the 
second quarter of 1995. Businesses profited as a 
result and more investments were made. 

Based on the success of the plan, Cardoso 
resigned from the Finance Ministry in April 1994 
and declared his candidacy: for the presidency in 
the October national elections (leading a coalition 
headed by the Brazilian Social Democracy Party). 
His principal opponent was the young labor lead- 
er of the Workers’ Party, Lula,.who campaigned 
against the plan. Lula enjoyed an early lead in the 
polls but lost it due to his antimarket rhetoric and 
calls for massive social: spending. Cardoso won 
the election with 54 percent of the vote, avoiding 
a run-off. 


FASTER, FASTER 

Cardoso took office in January 1995 and his 
team acted to hasten .the reform process, for 
instance in the privatization of state companies. 
Some small successes had been achieved in this 
regard in previous administrations; but Cardoso 
and his colleagues gave higher priority to the 
issue. The-focus:of privatization initiatives in the 
early 1990s had been. the manufacturing sector 
(steel, petrochemicals,- fertilizer), but now the 
effort included one of the world’s largest mining 
firms (the Rio Doce Valley Company, now: known 
as Vale), public utilities (including telecommu- 
nications and electricity companies), and. firms 
owned by individual states. and municipalities, 
which were responsible for most of the yearly 
losses among government-owned enterprises. 

Constitutional amendments were. proposed, and 
ultimately approved in Congress, to weaken or 
eliminate the tight hold on the economy exerted by 
uncompetitive and often corrupt public enterprises. 
The key concept was competition: Cardoso called 
for more competition in all Sectors, a gradual open- 
ing to global markets, new-investment, and greater 
transparency in the delivery of vital-services. 

‘One. of Cardoso’s most important initiatives, 
approved by the Gongress in May 2000, was the 


‘Fiscal Responsibility Law (LRF). For decades, fis: 


cal laxity had been a serious Achilles’ heel when 
it came to governing Brazil. All levels of govern- 
ment overspent, expecting the federal treasury to 
enable their irresponsible behavior by printing 
money or issuing bonds; this resulted in inflation 
and indebtedness. 

The LRF strengthened fiscal institutions and 
established a-broad framework for fiscal planning, 


` execution, and transparency. It limited personnel 


spending to no more than 50 percent of federal 
expenditures and 60 percent of state and local 
expenditures. It also required that fiscal admin- 
istration reports be presented every four ‘months, 
along with detailed accounts of budget execution 
and of compliance with the LRF’s, provisions. 

The LRF and complementary legislation set-a 
ceiling on public debt at 120 percent of current 
revenue at the national and state levels. If this 
ceiling is breached, the debt has to be brought 


_ back within the ceiling over a 12-month period, 


and no form of borrowing is allowable until this 
is achieved. Strict penalties including prison terms 
are stipulated for.public officials who violate the 
provisions of the law or engage in other pro- 
scribed fiscal action. 

+ While these measures were very impressive, 
the Cardoso team understood that they were just 
the beginning. Further and deeper fiscal change 
was imperative. Lawmakers, however, were in no 
mood for further draconian action, and their con- 
stituencies continued to demand increased spend- 
ing on social services. f 

Under. the first Cardoso government, much leg- 
islative time was taken up with negotiations over 
allowing the president to run for a second term in 
1998: A constitutional amendment allowing this 
was approved in June 1997, .based on a quid pro 
quo .that also freed state governors and mayors 
to run for reelection. The bargain was costly in 
fiscal terms;-in order to win the support of state 
delegations.in the Congress, extra funding had to 
be provided to states and localities. 

-Regarding other legislative affairs, the Cardoso 
government won some and: lost some. A tax 
reform ‘package, though it was inadequate to the 
country’s needs, was approved. Social security 
reform, too politica was not. 


COIN OF THE REALM 

Meanwhile, new challenges , to Brazilľs eco- 
nomic well-being arose from. ‘outside the country. 
Since December 1994, when ‘the Mexican Ipeso 


was devalued, ‘international financial markets 
had. been jittery. Then in July 1997 the collapse 
‘of the Thai baht set off a financial contagion that 
affected all Asian economies and began to spread 
beyond that region. In.the summer of 1998 the 
Russian ruble was devalued, despite emergency 
measures taken by the International Monetary 


‘Fund (IMF) and the World Pank to. support the - 


Russian economy. 
-The next target for currency pekis: it 


quickly became clear, could: be Brazil’s real. The - 


currency was overvalued; the country’s’ current 
account deficit was growing; monetary reserves, 
while reasonably high for most. circumstances, 
would be insufficient to repel an attack on the cur- 
rency. Portfolio investment flows became negative 
as investors took their money home. In an effort 
to attract foreign investors; interest rates were 
raised to a new high. 

In October 1998, amid the economic chios, 
Cardoso again defeated Lula im a presidential elec- 
tion. That November the:IMF, in a last-ditch effort 
to protect the real and ward off an economic crisis 
in Brazil, provided ‘the’ 
country a $41.5.-billion 
package of: assistance. | 
One of the conditions of. 
the package was a deep, 
immediate fiscal adjust- 


“Cardoso put'the central bank and 
finance ministry off-limits to politics, and 
Lula has continued this critical policy. 
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running again, the governing coalition’s candidate 
was José Serra, a former health minister and a’close 
ally of the president. But Serra was handicapped 
by Cardoso’sperceived failures. More importantly 
Lula, once again the PT.candidate, dramatically 
altered his political discourse. He ‘promised : to 
respect contracts and 'to govern responsibly. .. 

International financial markets were not con- 
vinced: that.Lula had really. been transformed. 
As investors: reacted negatively to: Lula’s lead: in 
the polls, Cardoso -negotiated a $30 billion loan 
package with the IMF aimed at maineainimg fiscal 
stability until after the elections, 


WHATEVER LULA WANTS 
Lula defeated Serra in a first round of voting. 
He moved quickly to convince markets that his 
government would in fiscal matters be pragmatic 
and conservative. He appointed a well-known 
international: banker, Henrique Meirelles, to lead 
the central bank: Lula’s transition team announced 
that, not only would Cardoso’s revised: goal. of 
maintaining a ey budget surplus of 3.75 per- 
cent be respected, but the 
‘goal would be increased 
. to 4.25 percent of GDP. 
This was seen in the mar- 
` kets as a serious measure, 
>- not just for show. Antonio 





ment to the federal bud-: 
get—but the Congress +» ` i 
refused to comply with the “IMF's directives. In 


mid-January. 1999 Brazil's government allowed the. 


currency to float, and over the next two months 
the real lost 40 percent.of its-value. ' 

The economist Arminio Fraga was: appointed 
to the.central bank presidency and took immedi- 
ate action to stabilize the economy. The central 
bank announced a simple, transparent inflation 
targeting strategy and focused.-monetary policy.on 
domestic considerations and flexible-management 
of the domestic economy: The government also 
announced it would achieve a primary budget 
surplus of 3.1 percent of GDP that year. Under 
executive pressure, the Congress approved legisla- 
tion increasing taxes on high earners. 

Amid the crisis, Cardoso’s -poll numbers 
dropped. New. initiatives stalled in Congress. A 
major electricity shortage in 2001 was blamed on 
a failure by the president-to oa ahead and invest 
in the energy sector. i 

Elections were shea for October 2002. 
With Cardoso constitutionally prohibited from 


Palocci, the new finance 
- minister, quickly demon- 
strated to the public, the Congress, and inter- 
national investors. a shrewd sense of ese 
management. 
The.Lula government understood that saying it 
would:act responsibly. was not enough; it had: to 
follow through. The administration tightly con- 
trolled expenditures. Revenues increased sharply ` 
due to greater.tax enforcement and collection 
efforts. Interest rates were kept high: The inflation 
targeting policy: that had been installed after the 
1999 financial crisis was maintained. : 
Goldman Sachs, in a second, 2003 report on. the 
emergence of the BRIC countries, said that Brazil 
would require -greater structural reform if it was 
to catch up with India ‘and China. But even if the 
country’s economy grew at an average rate of only - 
3.6 percent, it would still be larger than Italy's by 
2025, France’s by 2031, and the United Kingdom 
and Germany's by 2036. -As the Lula years went 
on; these projections were revised in Brazil's favor. 
Goldman Sachs urged Brazil.to open its econ- 
omy to more trade; to-increase investment and 
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saving rates, which significantly lagged the rates 
achieved in Asia;.and to reduce public and for- 
eign debt, which remained much higher in Brazil 
than in the other BRIC countries. Without these 
changes, the investment house said, the private 
sector would remain almost completely crowded 
out of Brazil's credit markets.. 

. Lula and his team: were aware of the expecta- 
tions; of the marketplace, and the government 


achieved a major breakthrough when Congress ` 


finally approved significant social security reform 
in December 2003—a social security overhang 
had for decades been recognized as the country’s 
major fiscal challenge. Congress also approved a 
Lula initiative to revise the tax code so that state- 
based. taxes were unified and the federal financial 
transactions tax (popularly known as the “check 
tax”) was made permanent. . 

--Also noticed abroad was the government's 
sincere effort to reduce poverty. A’ series of con- 
ditional cash transfer programs, begun under the 
Cardoso government, was reorganized under Lula 
into the now famous Bolsa Familia in October 
2003. The program aimed to increase the income 
of poor families by making cash transfers from 
the federal government conditional on children’s 
school attendance, mothers’ receiving prenatal 
and .postnatal care, and family participation in 


related programs. The initiative included four 


subprograms that provided educational stipends, 
maternal nutrition, food supplements, and a 
domestic gas subsidy. 

- By 2009 Bolsa Familia had reached more ii 
11 million households. It is a relatively inexpen- 
sive program, accounting for only: about 2.5 per- 
cent of government expenditures, or 0.5 percent 
of GDP. But it is credited to a large degree with 
Lula’s reelection in 2006, as millions of poor and 
in many cases illiterate Brazilians turned out to 
vote for the president and the program. 

- One significant characteristic of Bolsa Familia is 
that it avoids state politicians and works through 
municipalities—federal transfers, long a source of 
clientelism and corruption, had protected a back- 
ward class of politicians in the states of the north 
and northeast. Data indicate that poverty has been 
reduced.and that more people are now consumers 
in the formal economy. _ - 

As Lula’ first term came to an end the reviews 
were very positive. Inflation was under control. 
The current account moved from deficit to sur- 
plus in 2003 (and. in 2006 reached a surplus of 
$13.5 billion). The trade surplus had increased 


from $2.6 billion in 2001 to $46.1 billion in 2006, 
due largely to strong export growth. As a result of 
the economy’s healthy performance and its future 
prospects, the government decided in early 2005 
not to renew its standby agreement with the IMF. 
Investors viewed this-move with approval and 
saw it as a sign that a second Lula administration 


- would continue implementing sound policies. 


The PT was plagued by a scandal at the end of 
Lula’s first term—it was revealed that payments 
had been made to members of Congress to secure 
their votes on pending legislation. The party lost 
much of its leadership, and for a brief time it 
appeared as though the scandal would endanger 


` the president's reelection. But he would go on to 


defeat the opposition Social Democracy Party in 
the fall of 2006, and from that’point on he was 
known as “Teflon Lula.” 4 


THE NEW POLITICAL ECONOMY 

A number of important developments have 
characterized Lula’s second administration (2006- 
2010) and will help determine his legacy. when 
he leaves office on Jan 1, 2011. The economy has 
continued to expand. GDP growth was 5.7 percent 
in 2007 and roughly 5 percent in 2008. Although 
the economy was hit by the financial crisis of 
2008-2009, Brazil’s growth in 2010 is projected to 
be above 5 percent. Lula’s government has man- 


- dated higher cash reserves for banks, implement- 


ed tighter regulation, required. more transparent 
accounting, and pursued other policies to address 
the sorts of problems that were the root cause of 
the recent international crisis. 
Exports have tripled during ‘Lula’s tenure on 
rising global demand for the country’s products. 
Brazil has become the world’s biggest exporter of 
beef, chicken, orange juice, green coffee, sugar, 
ethanol, tobacco, and the “soya complex” of 
beans, ‘meal, and oil—as well-as the fourth biggest 
exporter of maize and pork. 
This growth in agricultural production is due 


` almost entirely to more efficient management and 


the ‘development and application of technology. 
Betweén 1994:and 2009, production of beef rose 
77 percent; pork, 133 percent; and chicken, 217 
percent. Between 1980 and 2008, the number of 
dairy cows rose to 21.5 million from 16.5 million, 
and annual production of milk increased to 27.1 
billion liters from 11.2 billion—a productivity 
gain of 86 percent. China in 2009 became Brazil’s 
largest trading partner, replacing the United States. 
Brazil has been called farmer to the world. 


Among emerging markets, Brazil was once the 
largest debtor nation. In January 2008 it became a 
net foreign creditor for the first time. Meanwhile, 
foreign exchangé reserves grew to a- record $171.6 

billion in 2008, from $37.6 billion in 2003. At the 
end of 2009, Lula was quoted as saying that he 
had once dreamed of accumulating.$100 billion 
in foreign reserves, but the country will soon have 
$300 billion. 

In another sign of financial resilience, Brazil’s 

` main equity index. gained more than 140 percent 
in dollar terms in 2009. Stocks, and.the currency 
as well, have regained the value they lost after 
Lehman. Brothers collapsed in -2008. Indeed, in 

“November. 2009 ‘the government imposed a 2 
percent tax on foreign investment in equities and 
fixed income instruments. The Finance Ministry 
said the tax was meant to.slow the appreciation of 
the-real: which had gained 36 percent against the 
US dollar in 2009. 

In 2008 and 2009, the country’s sound financial 
management resulted in its debt being elevated 
to investment grade status. These upgrades by 
Standard & Poors, Moody's, 
Fitch, and. others reflected 
the maturation. of Brazil's 
institutions and its policy 
framework, as evidenced 
by improved growth trends 


The openness of the Brazilian 
capital market provides a sharp ` 
contrast with other BRIC countries. 
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remains underdeveloped, Cardoso put the central 
bank and finance ministry, along with. related 
agencies, off-limits to politics, and Lula has-con- 
tinued and reinforced this critical policy. 


THE ENERGY BOOM 

While agricultural exports have come to play 
an important role in Brazil’s political economy in 
the twenty-first century, another major factor in 
the country’s economic transformation has been 
greater development: of energy resources. Brazil 
reached energy self-sufficiency in 2006. Then 
in 2007-2008, Petrobras, the state oil company, 
announced.major oil-finds off the southeast coast. 
With. oil fields that have colorful names such.as 
“Tupi” and “Jupiter,” the country is now poised 
to become an energy player on a global scale. 
According to a recent estimate, the Tupi field 
alone holds 5 billion to 8 billion barrels of recov- 
érable oil and natural gas reserves.” .- 

The new discoveriés could boost the country’s 
14.4 billion barrels -of proven reserves by nearly 
two-thirds, and they place Brazil among the top 

five or six nations world- 
. wide.in terms of estimated 
petroleum reserves.: The oil 
lies deep underground, and 
under-a thick layer of salt, 
` so extracting it will require 





and the easing of fiscal and: 
external debt burdens. The : 
country’s now fairly predictable track record of 
. pragmatic fiscal-and debt management policies 
mitigates the risks represented by the govern- 
‘ment’s relatively high net general: debt. 
In- their reports, the agencies all mentioned 

. the. importance of the governments inflation 
targeting regime and. the floating exchange rate. 
It was noted that the country’s external and 
„ public sector balance sheets had seen dramatic 
improvement, and thus Brazil’s vulnerability to 
external and exchange rate shocks was reduced. 
` Medium-term growth prospects were seen as 
enhanced by macroeconomic stability. A primary 
budget surplus and low inflation targets had dis- 
pelled earlier concerns over medium-term fiscal 
susan ony i 

` The- rating reports noted that the upgrade 
` reflected the country’s diverse, high—value-added 
economy and its relative political and social 
‘stability. The agencies also took note of a grow- 
ing consensus across the. political spectrum on 
macroeconomic policy. Although politics in Brazil 





sophisticated engineering - 
and recovery strategies. But 
Petrobras is is one of the best state-run petroleum 
companies in the world. The sense is that, within 
three to five years, the oil will flow. . 

One cause for concern among potential energy 
investors is legislation pending in Brazil's Congress 
that would create a new regulatory model for 
energy extraction. Under existing rules, Petrobras 
and other companies buy..concessions to operate 
in certain geographical: blocks, on land or at sea. 
They keep. any oil they:find in return for paying . 
royalties and taxes and assuming exploratory and 
operational risks. The pending legislation, in con- 
trast, provides: for ‘production-sharing contracts 
for remaining sub-salt fields; any oil produced 
would remain the property of:the nation and oil 
companies would get a share. 

Petrobras under this proposal would be guaran- 
teed at least a 30 percent stake in each consortium 
engaged in extraction, and might be given a 100 ` 
percent share at the governments discretion: A 
new company owned entirely by the government, 
Petro-Sal, would control every consortium and 
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have a veto over all operational matters, includ- - 


ing acquisitions and rates of production. A special 
. fund would be established to spend revenues on 
education, poverty relief, and other.social goods. 
It remains to be seen.if investors would be put off 
by such regulation or, in return for profit oppor- 
tunities; would overcome their concerns about the 
oa role of the state. i 
. In addition, Brazil’s ethanol program; now three 
decades old, has come into its own in the past 
- few years. Sugar-based ethanol has received high 
priority from the Lula government. Three impor- 
_ tant drivers for ethanol’s development have been 
guarantéed purchases by Petrobras; low-interest 
loans for ethanol firms; and a fixed: price schedule 
according to which the price of-hydrous ethanol 
is 59 percent of the price of gasoline at the pump. 
These policies have helped Brazil become the 
world’s second-largest producer ‘of ethanol and the 
world’s largest exporter of the sugar-based fuel. 
Together, Brazil and the United States produce 
70 percent of the world’s ethanol, and nearly 90 
percent of the ethanol used for fuel. Us ethanol is 
- produced from corn, and the farm lobby there has 
been successful thus far in limiting the amount 


of Brazilian ethanol that can be imported into . 
the United States. This is one of many disputes. , 


between the two countries revolving around agri- 
cultural subsidies and. other barriers to trade. 


Brazil is considered to have the world’s first- 


sustainable biofuel economy. Its ethanol program 
uses the world’s most efficient technology for 
sugar cane cultivation, and while many countries 
remain wedded to traditional fuels for transpor- 
tation, the Brazilian car industry has. developed 
flexible-fuel vehicles that run on either gasoline 
or hydrous ethanol, or a mixture of the: two in 


any proportion. “Flex” vehicles, introduced to the . 


market in 2003, have rapidly become a commer- 
cial success. In 2009 the fleet of flex cars and light 
commercial vehicles reached 7.1 million units, 
representing about 21 percent of Brazil's registered 
light motor vehicle fleet. E F 

A parallel development in Brazil’s new political 
economy is. the growth of. the country’s financial 
sector. Today, Brazil’s stock market is the largest 
in the region and the fourth largest in the world. 
. The banking sector is witnessing a‘ positive trend 
toward competition and the expansion of private 
credit.. While many limitations remain on provid- 
ing: financial services. to small'and medium-sized 
enterprises, important institutional reforms in the 


areas of regulation, bankruptcy. law, and corporate 
governance have had a very positive impact on the 
sector's growth prospects. 

These changes have allowed Brazil to become 
more integrated with world financial markets. 
Local’ companies, benefiting from the strong 
growth ‘created by domestic demand and high 
commodity prices, have been: obliged to look 
abroad for increased capital. Foreign banks’ thus 
play a:growing role in the banking sector. ` > 
». At the same time, Brazil has become a highly 
attractive market -for foreign direct investment. 
Despite significant capital flight at the end of 
2008 due to the global financial crisis, invest- 
ment numbers: have recuperated. In October 
2009 alone, Brazil: was the recipient of. $2.44 
billion in equity investment (nearly double that 
of China). The openness of the Brazilian capital 
market provides a sharp contrast with other BRIC 
countries; it is much easier to invest in Brazil 
than in the other three. 


NOT TO WORRY 
The 16 years since the election of President 
Cardoso have seen an extraordinary maturation of 


- Brazil’s political economy. Agriculture is booming; 


energy is and will be abundant; the country is now 


a magnet for foreign direct investment. Brazil is a 


serious participant in global meetings on trade and 


finance. The country’s position on environmen- 


tal issues is critical, given the importance of the 

Amazon basin to the problem of climate change. 

` Brazilians are well aware that large disparities . 
separate the country’s regions; that levels of pov- 

erty and injustice are too high; that investment 

lags in math, science, and technology—all keys to 

Brazil's global competitiveness. The nation’s physi- 

cal infrastructure is poor. Poe fiscal reform is 

needed. 

Even so, after the military rule-and the ineffec- 
tual civilian governments that the country endured . 
from 1964. to 1994, Brazil has turned the corner. We 
can now expect that it will, in a very Brazilian;way, 
deepen its involvement in global affairs in areas 
including economics, trade, finance, and of course 
diplomacy. And most important of all, Brazil is—in 
a region long plagued by political instability—a 
stable; predictable democracy. It provokes little 
worry, if any, that it.will radically shift course after 
the national elections in 2010. As Brazil's political 
economy moves forward, continuity and ongoing 
improvement remain the guidelines. . 


“tba Tas ad regictial okana ag a méans to Shengilien Braisilidn ` 


Poea for global competition and to establish h his. inny as a i creilible actor `- 


on. the world stage.” 


sag 





Brazil as. Regional Leader: | 


Meeting the Chávez Challenge; 


SEAN W. BURGES m, 


‘ 


razil has arrived on the igigenational scene 
during the presidency of Luiz Inácio Lula 
y da ‘Silva. In- recent years, cover stories in 


publications: such 'as Newsweek,.the Economist, ° 


and the Financial Times have talked of the country 
under Lula as.an emerging power of global signifi- 
cance. This kind of recognition actually has much 


. to do with a Brazilian approach to foreign affairs __ 


that goes back more than a century, an, approach 


that focuses on the country’s role. within South . 


America. Indeed, the influence now being attrib- 
uted to Brazil on a global level is nothing. new to 
the country’s continental. neighbors, who have 


fe Zee 
Balivadian fable: ‘that matters most. In: ‘fact, for 
some countries in the region, Brasilia now matters 
more ‘than Washington. This shift- has resulted 
from Brazil’s long-term policy of accommodation . 
with neighboring countries,, its accelérated eco- 
nomic penetration of.the region, and its delivery 
of soft-leadership godds. : 

As Brazil prepares to elect Lula’s successor, a 
debate often heard within the country and among 


: outside observers concerris the extent to which 


long understood the leadership ambitions of the ' 


Portuguese-speaking giant. 

Even: so, while Lula did not invent Brazil's 
regional policy or even set it on its current trajec- 
tory, steps taken by his administration to make 
the country a more active player in the Western 
Hemisphere have given significant substance to 
the perennial refrain that Brazil is a: “country 
of the future.” Brazil’s vision of this future has 
been challenged in recent years;, not least by 
Venezuelan President Hugo Chávez, -who has 


promised (though seldom delivered) oil-funded 


largesse to support an alternative economic order 
for the'region. Yet it is precisely in Lula’s manage- 
ment of Chavez that the strength and consisten- 
cy of Brazil’s.regional leadership are most clearly 
demonstrated. ; : 

` South ‘American countries consistently turn 
to Brazil as a partner of choice in.all manner of 
projects and as an interlocutor. It is Brazil, not the 
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Lula’s policies are original or merely a continua- 
tion of initiatives launched under previous gov- 
ernments. A’ ‘strong argument can be made,’in the 


_realm of regional policy, that Lula has pursued. 


continuity. with different packaging. What is new 
in the Lula administration's management of rela- 
tions with Latin American countries is an.activist 
tone, along with an increasingly public debate on 
regional affairs. This. debate itself reflects the-fact 
that the Brazilian polity and economy are becom- 


. ing increasingly intematignal 


ÎN THE BEGINNING 

In discussions with Brazilian diplomats con- 
cerning the long-term trajectory of their country’s: 
foreign: policy, a name:that often comes up is José 
Maria da Silva Paranhos Junior, the Baron of Rio 
Branco. As senior diplomats put it, Rio Branco 
is the patron saint of Brazilian diplomacy. It is a 
title he earned not only because he established 
the foreign ministry in its current form—called 
“Itamaraty” after the name of the palace it used 
to occupy in Rio de Janeiro—but also because, by 
the time he was namied.foréign’ minister in 1902, 
he had settled Brazil's long-contested national 
boundaries: That he achieved this feat without 
the need to fire a'shot, using instead a mix: of 
negotiations and binding arbitration, is central to 
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the conduct of modern Brazilian diplomacy, which 
continues to emphasize discussion, consensus, 
and multilateralism. `. 


Rio Branco set two other E that still - 


resonate in Brazilian regional policy. The first 
was the condition he insisted on when he took 
up the post of foreign minister, that the ministry 
be a meritocratic and technocratic institution in 
service of the state, not of competing political 
factions. While political loyalties have inevitably 
influenced career paths and decision making at 
Itamaraty, these pressures have taken much the 
same form as is seen in the US State Department 


or the British Foreign Office. Rio Branco’s legacy ` 


is a century-old tradition of keeping foreign policy 
largely outside the bounds of ideology-driven par- 
tisan political debate. 

. The other innovation introduced by Rio Branco 
came in the form of a strategic analysis accord: 
ing to which the center of global: power was 
seen as shifting from Europe to the United 
States. This insight caused Rio Branco to accept 
the Monroe Doctrine:as a - 
device for keeping maraud- 
ing’ European powers 
away from Brazil’s weakly 
defended coastline. -But 
for Rio Branco, the cor- 
ollary to acknowledging 
US global supremacy: was 
that Brazil should manage 
South America. Brazil's relative economic and 
military weakness, combined with a longstanding 
Argentine-Brazilian rivalry, made Rio Branco’s cor- 
ollary rather more an ambition than a daily reality. 
It did, however, establish a lasting foreign policy 
goal—a goal that Lula adopted as his own. 


THE NEW DEMOCRATIC ERA 

In the 1980s Brazil resolved over’ 100 years of 
tension with Argentina. The two countries pulled 
back from the brink of a nuclear arms race and 
concluded a series of economic agreements that 
supported democratic transitions in the region. 
These: agreements culminated in the 1991 sign- 
ing of the Treaty of Asunción, which launched 
the Common Market of the South. Known as 
Mercosul in Portuguese and Mercosur in Spanish, 
this regional trading bloc—by bringing together 
Argentina, Brazil, Paraguay, and Uruguay in an 
economic partnership—formed a key building 
block ‘for -Brazil’s quietly emerging strategy :of 
South American leadership. 


Elements of politicization introduced 
by Lula have not fundamentally 
deflected the country from its long- 
established foreign policy priorities. 


AS early as the late 1980s, Celso Amorim, who 
served as President Itamar Franco’s foreign min- 


‘ister from 1993 to 1995 and would later become 


Lula’s foreign minister, was one of a group of 
diplomats talking about the need to mobilize the 
region as a platform for increased participation in 
global markets. Chief among the ideas advanced 
by Amorim and his colleagues was some sort 
of South American Free Trade Area that would 


work as a counterbalance to the emerging North 


American Free Trade Agreement on one hand and 
the European. Union on the other. In the early 
1990s, however, Brazil’s focus was on strengthen- 
ing the new Mercosul bloc into something more 
than the latest failed attempt. at Latin American 
economic integration. 

The early 1990s also brought a substantive 
change in: leadership at Itamaraty. Fernando 
Henrique Cardoso, before- Amorim’s appoint- 
ment—and before taking over the finance minis- 
try to stabilize the national economy, and before 
launching a successful presidential bid—enjoyed 
-a brief stretch- as foreign 

minister. During that peri- 

od he ordered a substantial 
rethinking of what Brazil 
was trying to-do with its 
foreign policy and, in par- 
ticular, how the country 
would meet the twin chal- 

' lenges of the cold war's end 

and the acceleration of globalization. 

As one of the era’s leading sociologists and 
development economists, Cardoso had a clear 
sense that integrating with global markets was 
the only way to ensure that Brazil would achieve 
the economic growth necessary to address the 
country’s yawning poverty: divide and to prevent 
an inequality-driven authoritarian retrogression. 

But the competitive international role that 
Cardoso sought to establish for Brazil as foreign 
minister and then as president was blocked by 
two obstacles. First, import-substitution’ indus- 
trialization policies had been carried out for: too 
long, resulting in internationally uncompetitive 
businesses. Second, Brazil had become a synonym 
for economic crisis and fiscal irresponsibility in a 
region widely seen as politically and economically 
unstable. 

Cardoso’s response to both challenges was to 
regionalize. Mercosul was deployed as a sort of 
incubator to get Brazilian businesses ready for the 
global competition that would be unleashed dur- 





ing Lula’s tenure. Managing South America’s poli- 
tics came to be seen as critical, if the region was to 
gain a reputation as credible on any level. Coups 
were consequently discouraged, armed ‘conflicts 
such as the‘Ecuador-Peru border war were negoti- 
ated to a close, and continental talking shops were 
revived to make dialogue the norm instead of the 
exception. © 
By 2002 analysts had begun to talk of Brazil 
as a regional leader, but this development in 
. fact worried many of the denizens of Itamaraty. 
Although Brazilian leadership was being accepted, 
the country was also being asked to provide mate- 
rial leadership goods to back up its lofty ideas— 
such as a plan for South American ‘infrastructure 
integration that was sold to: continental leaders 
‘at the 2000 Brasilia Summit of South American 
presidents. 
Given ‘the ‘severe fiscal restraints that Brazil 
still faced at the end of Cardoso’s presidency, 


this meant that creative policies were needed. ° 


Attention consequently was turned.to initiatives 
such as diversionary trade policy (under which 
trade was diverted from more efficient to less 
efficient exporters) to support the balance of pay- 
ments deficits that countries were running up 


with Brazil. Brazil also exhibited patience when | 


faced with persistent episodes of protectionism in 
Argentina, its Mercosul partner. 


` LULA THE LEFTIST 
The costs that came with playing an active 
leadership role in the region: were hardly secret-— 
. high-ranking: Cardoso diplomats -noted them as a 


central reason to get on with leading without mak- ` 


ing any noise about it. Still, the full economic and 
` political implications of underwriting an ‘explicit 
` continental leadership project did not completely 
register. with the incoming Lula foreign policy set. 
` ~ Marco-Aurélio Garcia, Lula’s senior foreign pol- 
icy adviser and. trusted aide, was quick to accept 
the idea that Brazil should take on a leadership 
_ Tole in South America. Lula himself and Amorim, 
his foreign minister, obliquely addressed Brazil's 
leadership role by pointing to the rise-of autoes- 
tima, the self-confidence that Brazil now had to 
do the previously impossible—such as electing a 
leftist member of the underclass to the presidency. 

‘The appointment of career diplomat Samuel 
Pinheiro Guimarães as vice-chancellor—Lula was 


rumored to prefer him as foreign minister, but ` 


demurred because Guimarães had never been 
an ambassador—pointed to a decidedly leftist- 
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nationalist turn in the country’s foreign policy. 
Among.Guimaraes’s anti-imperialist writings was 
a volume on Brazil's global position that became 
mandatory reading at Itamaraty: Five Hundred 
Years on the Periphery. 

Other . persons appointed to key erie 
oriented posts started their.jobs after publishing 
works calling for such. things as an autarkic South 
American market anchored by Brazil, or the sort 
of isolationist: economic policies that would soon 
be implemented in Venezuela. 

The ideological shift that came with Lula’ i inau- 
guration was matched by a change in the culture 
at Itamaraty. Diplomatic tongues were suddenly 
loosened. in the run-up to the 2002 election, as 
many senior officials insufficiently sympathetic 
to the Workers’. -Party realized that they might 
be spending the next four to eight years abroad 


in less than’ optimal: postings: A policy report- `` 


edly requiring all-diplomats at Itamaraty to read 
a group of books selected by Guimarães created a 
climate of ideological orthodoxy. 

The situation exploded in 2007 when a group 
of junior diplomats took the unprecedented step 
of circulating an unsigned manifesto-entitled “War . 
and Peace at Itamaraty.” It detailed a series of com- 
plaints, including that promotions from the junior 
ranks were being made on the basis of ideological 
alignment, not: according .to professional: experi- 


. ence and merit, as Rio Branco had laid down as 


the cornerstones of the foreign service. 

That same year, as Roberto Abdenur retired from 
his final‘posting as ambassador.in Washington, he 
released a public fusillade in which he complained 
that, while relations with the United States had 
been proper during his tenure, the command at 
Itamaraty had: consistently refused to take advan- 
tage of opportunities to-stréngthen the bilateral 
relationship and shape it ‘into something more 
useful for Brazil and‘its long-term interests. 

Yet, despite the appearance of wholesale change 
at the start of the Lula presidency, shifts in the 
foreign policy players and discourse did not result 
in a fundamental thematic departure from the for- 
eign policy of the Cardoso presidency. Complaints 
such as those made by Abdenur can partially be 
explained as a strengthening of the central objec- 
tives of the Cardoso presidency, such as diver- 
sifying Brazil's partnerships; using the regional 
context to drive Brazilian economic growth; and 
using regional policy to create a platform for-a - 
more effective international political role. What 
changed under Lula was the tenor.of the state- 
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ments and the sorts of allusions made by..key 
political players in the foreign policy arena., 

The problem Lula had to- address was that 
he.‘ headed a left-wing. political party,.but had 
pragmatically decided to continue Cardos0’s 
center-right economic policies as the best avenue 
for achieving his ultimate goal of seeing every 
Brazilian eat.two meals a day. Significant politi- 
cal direction and rhetoric in foreign policy were 
handed off to the left so that Lula could quiet 
his more militant political base while: leaving 
himself space to pursue the economic policies 
that would win the centrist votes Tecessany at the 
next election. eo’ 

Foreign policy was PE divided into 
three parts. The two. aspects seen as relatively 
benign were handed to the left wing of Lula’s 
Workers’ Party, directed on a South:American level 
by Garcia and a South-South: level by Guimaraes. 
Each of these. parts were in-turn used by. Lula’ as 
a political platform for the. magnification of his 
own and Brazil's international image, resulting in 
a dizzying scnequle of international ‘travel for the 
president. - n . 

Significantly, TT, 
the items most likely to 
directly affect Braziľs eco- 
nomic interests were left in - 
a third section,: under the - 


None of the prospective presidential 
candidates demonstrates the gravitas 
of Cardoso or the charisma of Lula. 


coordination of conferences. It requires grappling 
with real regional problems and devoting concrete 
resources to their resolution. 
Leaders in: Bolivia, Paraguay, and Gains 
drawing on. the theme of regional infrastructure 
integration, called on Brazil to view expenditures 
on regional management not as costs, but rather 
as investments. These investments, they argued, 
were needed to build the platform for the collec- 
tivized growth and southern solidarity that Lula 
cited in the speeches he was giving around the 
world. í ; 


LULA THE PRAGMATIST 
By 2005, régional leaders not only were running 
out of patience with Lula’s rhetorical flourishes; 


‘they:also were seeing’ an alternative to Brazilian 


leadership in increasingly oil-rich Venezuela. 
Matters .came to a head at the- May 2005. Arab- 
South American Leaders Summit in Brasilia..A lin- 
gering Mercosul trade-spat erupted into full public 
view. when Argentine President.Néstor Kirchner 
stormed ‘out; complaining about Brazilian hege- 
monism. Even more worry- 

ing was the parallel, albeit 
significantly quieter, depar- 

» ture of Chilean President 
Ricardo Lagos, who decided 

. that the event was not worth 





care .of career diplomats. . 
The highest-profile example 
of this professional shepherding of critical issues 
was Amorim’s management of Brazil’s role in the 
Doha round.of World Trade Organization talks. 
In addition, a marked ‘characteristic of the Lula 
presidency was a rapid. return of the professionals 
to regional policy making when Chavez's regional 
ambitions threatened to ignite a political disaster. 
On a rhetorical level, the initial diplomatic divi- 
sion of labor worked well. Lula was able to travel 
widely and promote Brazil and its interests on the 
global level, and the left was.able ‘to make forceful 
statements and hold.a series of high-level sum- 
mits. The catch was that, while the international 
community was satisfied with a good speech, 
regional leaders were-demanding substance. 
Neighboring governments, instead of reject- 
ing as unwelcome Brazil’s assertion of leadership, 
acknowledged the important contributions Brazil 
had made to regional development and welcomed 
the possibility of a regionally active Brazil as an 
economic and political anchor. But they were clear 
that leadership entails more than words and the 


his time. 

Discontent. with ' the 
apparent dissonance between Brazil’s claims to 
regional leadership and its actions surfaced again 
when five ‘heads of state stayed away from the 
October 2005 . meeting of the Community: of 
South American Nations (CASA), a grouping: that 
Lula had pushed as. the political expression. of 
Cardoso’s 2000 “Initiative for the: Integration of 
South American Physical Infrastructure.” Further 
complicating matters was Chavez’s call for CASA to 
abandon the liberal economic. model embedded in 
Mercosul and take up something more akin to his 
Bolivarian alternative. 

Also in 2005, potential crevices began to appear 
in.the Mercosul structure and in Brazil’s: imme- 
diate sphere’ ‘of influence. One of the central 
achievements of the Cardoso era -was to firmly 
bind Paraguay and Bolivia to the Brazilian sphere 
of influence. Paraguays link. came through its 
reliance ‘on the Brazilian market for selling con- 


` traband (everything from fake-brand cigarettes 


and pirated video games:to submachine guns and 
stolen cars), but also through Paraguay’s Brazilian 


state financing for.infrastructure programs, train- 
ing for its military in Brazilian institutions, access 
to Brazilian health and‘education programs in bor- 
der areas, and forceful intervention from -Brasília 
to ensure that democracy endured. When edito- 
rials began to appear in newspapers such as the 
Asuncion daily, ABC Color, suggesting. that the 
Paraguayan government should strategically play 
‘Chavez off against Lula, it was clear-that the eco- 
nomic basis: of Brazilian leadership in' rene: region 
was being challenged. : 

“Likewise, Bolivias 2006 May Day national- 
ization of its: natural gas industry-—which fea- 
tured military occupation of the facilities of the 
Brazilian state oil company Petrobras—made clear 
that Chavez was attempting to supplant Brazil’s 
leadership. The event prompted a rapid rethink- 
ing of Lula’s rhetorically strong but rẹsource-weak 
approach to the region... < si. 2 

The issue with the Bolivian gas nationalization 
was not so much that it' took place, but rather 
the manner in which itwas pursued. Bolivian 
President Evo Morales, shortly after being elected, 
sent to Brasilia his vice president, Alvaro Garcia 
Linera, on a secret mission to get: Lula’s Support 
for the nationalization. Garcia Linera’s. message 
was simple: The last several Bolivian presidents 
had fallen due to the gas issue; making this ‘a’ 


was effectively hinging its future on an Aymaran - 
president's ability to-manage a polity cote by 
‘unresolved indigenous rights. issues. 

< With the question put -in this light, Brazil 
agreed, but on the understanding ' that the mat- 
ter’ would be calmly discussed and negotiated. 
Itamaraty was. thus astonished’ when - Morales 
abruptly announced the nationalization. Tempers 
were further inflamed when it became apparent 
that Chavez had not only encouraged Morales to 
pursue this dramatic-route; but had-also provided 
logistical and financial aa iaul to bring off the 
operation. : 

Itamaraty’s response was typically understated. 
A senior official was reassigned and -tasked with 
the sole responsibility of tracking Chavez and 
- coordinating a ‘control strategy. When: negotia- 
tions with Bolivia stalled, Petrobras’s response was 
very direct: It-reexamined its accounts receivable, 
discovered Bolivia had not paid its fuel bill, and 
then cut off the supply of diesel, which threatened 
to shut down the Bolivian transportation sector. 

For their part, Lula’s chief foreign policy think- 
ers realized that Chavez's actions had the potential 
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to undo the complex mix of regional and global 
connections that they were fashioning to make 
sustainable development a reality in Brazil.. The 
reaction that emerged from Lula’s: Planalto’ pal- 
ace and the political offices:in: Itamaraty brought 
together the techniques of backroom. union and 
political maneuvering with Brazil's traditional 
“consensual” approach to foreign relations. 

Threats and explicit:coercion were avoided in 
favor of cooperation, ‘co-option; and discussion. 
The immediate issue was' Brazil’s dependence on 
Bolivian natural.gas, which’ would be addressed 
through a coercion-by-exclusion strategy. Cardoso 
had . pushed ‘regional infrastructure ‘integration 
partly because regional supplies were seen as more 
reliable than extra-regional ‘supplies, and part- 
ly because integration would bind neighboring 
countries closer to Brazil and address balance of 
payments issties caused by exports of value- added 
Brazilian products. 

Although Brazil never direcdly irae not 


‘to buy Bolivian gas, the Bolivians began to worry 
_ by late 2008 that Brazil would simply’ not need to 


buy it—Brazil was making progress with offshore 
gas development and huge new reserves of oil Had 
been, discovered as well. :(Bolivia’s nationaliza- 
tion prompted a surge:in investment to ‘develop 


‘offshore gas réserves that Brazil had. planned to 
question .of political stability in a country that * 


hold in reserve for the-day when Belvian Pie 


| began to ruņ out) ::. 5 


This implicit stick against the moveeumient in 
La Paz was balanced’ with the ‘carrot of enhanced 
high-level ‘political and economic: engagement. 
While the rhetoric from Brasilia was: of fraternal 
solidarity ‘with Bolivia in the fight against poverty, 
the observed_results of Brazil’s actions camé in, a 
dramatic: change in Bolivian economic policy. The 
Bolivian resourcés sector was reopened to foreign 
direct investment along much:.the same. lines. as 
Petrobras, a private-sector company in which the 
Brazilian state remains mvolved: 


BLOCKING BOLÍVAR Hels de Ko 

While Brazil tolerated Bolivari -rhetorical 
flourishes abroad, particularly in countries: such 
as Ecuador and Bolivia, which had domestically 
challenging political scenes; practical expression 
of these ideas remained something to be blocked. 
Three big issues in this respect were. Chávez’s 
plans for a-:Bank' of the South, a Venezuelan 
nuclear industry, and’ a gas pipeline ring around 
South America. While none: of:these major proj- 
ects was particularly liked in Brasilia,.none was | 
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explicitly opposed. Instead, a strategy of co- option 
and diversion was employed. 

The Bank of the South was prevented from 
becoming a Bolivarian slush fund by the Brazilian 
. proposition that it.support approved infrastruc- 
ture plans and follow the model of Brazil’s highly 
successful National Bank for Economic and Social 
Development. Nuclear proliferation in Venezuela 
was neatly diverted by the Brazilian suggestion 
that, rather than reinventing the wheel, Caracas 
join its soon-to-be Mercosul partners in the 
Argentina-Brazil nuclear cooperation arrange- 
ment. The South American gas pipeline ring 
project and other attempts by Chavez to deploy 
Venezuela's state oil company as a political device 
were sidelined by.a series of partnerships with 
Petrobras, which insisted that any venture be driv- 
en by-an- economic calculus, not a political one. 

On a wider regional level, the. most -notable 


change in response to Chavez's challenge was a 


modification in Brazilian discourse: The explicit 
language of leadership was dropped. Attention 
turned away from politi- 
cally enjoyable but practi- 
cally. over-ambitious calls 
for rapid regional integra- 
tion, and toward. the more 
prosaic business of slowly 
constructing the framework 
needed for . intra-regional 
trade. CASA was reformu- 
lated as the South American Union and positioned 
as an important coordinating body for pragmatic 
work toward regional integration. 

‘More concrete leadership goods were provided 
by-an expansion of Brazil’s regional development 
assistance activities, with a particular emphasis 
on agriculture and health care. Brazil also began 
to provide neighbors with victories that were high 
in symbolic value but low in practical cost. A key 
example in this respect was the 2009 reversal of 
a decades-long refusal to renegotiate the cost of 
electricity purchased from the Itaipu hydroelectric 
dam on the Brazil-Paraguay border. 

Just as these initiatives were restoring a mea- 
sure of calm to Brazil’s regional leadership efforts, 
at least in their economic and political dimen- 
sions, a security crisis in. 2008 erupted when 
Colombia executed a cross-border raid to bomb 


a rebel camp in Ecuador. Matters escalated fur- ` 


ther when Chavez responded by mobilizing his 
army along Venezuela’s border with Colombia. 
Colombian President Alvaro Uribe responded 


Lula realized that Chdvez’s actions. 
had the potential to undo the mix of 
regional and global. connections 
that Brazil was fashioning. 





with complaints that Ecuadorian and Venezuelan 


territory was being used as sanctuary by the rebels 
and narcotics traffickers. whom he was fighting. 
Despite a lot of bellicose rhetoric, full-fledged 


‘war was highly unlikely, not least because it was 


doubtful that the Ecuadorian and Venezuelan 
forces could actually take on Colombia. As in past 
crises, the Brazilian ‘response was to broker talks, 
using discussions and information sharing: as 
devices to. lessen tensions and defuse the situation. 
A similar approach was taken to the 2009 
announcement that Colombia was providing the 
US military full access to five of its bases, which 
Chavez took as a direct threat against Venezuela. 
In a move that satisfied the radical.left in South 
America, Lula responded by forcefully condemn- 
ing the Colombia-Us deal. But in practical terms 
he did little, other than referring the issue to the 
South American Defense Council, which Brazil 
had established to help manage issues such as the 
Colombia-Ecuador conflict. 
As during me Cardoso era, the pattern that 
- Lula set in the security 
realm was.one of co-option 
and cooperation. The inno- 
-vation that Lula’s presiden- 
cy brought to this approach 
was the vision of an inte- 
grated continental. arms 
industry and command- 
and-control structure, as 
expressed in Brazil’s 2008 national defense strat- 
egy. Left unstated was that such an approach 
would naturally position Brazil as de facto leader, 
since it has the largest economy and the most 
sophisticated arms. and technical industries in 
South America, as well as a long tradition of pro- 
ducing military goods for export. 


CONTINUITY, WITH A TWIST 

Rhetoric aside, Lula’s regional policy has 
remained largely unchanged from that of his pre- 
decessor. Indeed, some of the central challenges 
held. over from the Cardoso presidency have 
remained—most notably, an inability to stabilize 
Mercosul and change it from a fragile trade bloc - 
that must constantly manage internal spats into 
a free-flowing economic area of just-in-time pro- 
duction chains. On a larger strategic level, like his 
predecessor, Lula has regarded regional involve- 
ment as a means‘to strengthen Brazilian industry 
for global competition and to establish his country 
as a credible actor on the world stage. 


Continuity in the regional foreign policies of. 


Lula and Cardoso is not an immediately apparent 


_ fact because the ‘two inen’s personal styles are so 
-different. Although Cardoso was’ never trained as ` 
a diplomat, the formal discourse and reserve asso- 


ciated with that profession came naturally to him. 


Lula, by contrast, beats the hallmarks (and frank- 


_ness) of a labor leader and a populist politician. 
The result during the Lula presidency has been a 
dramatic change in the tone used to publicly pres- 
ent Brazil’s foreign policy. 

This change has seen the Brazilian jeder commit 
such diplomatically gauche acts as publicly declar- 
ing his preference for one candidate over another 
in a neighboring country’s presidential election. 
- Nevertheless, as demonstrated by::the Brazilian 

reaction to Chavez’s-attempts to: usutp regional 
leadership, the elements of politicization intro- 
duced into Itamaraty and- Brazilian foreign policy 
by the Lula administration have-not fundamentally 

` deflected the country from its long-established for- 
eign policy priorities or diplomatic professionalism. 

- The foreign policy priorities sustained through, 
and: further developed by, the..Lula presidency 
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will ‘likely be continued, méreover, by who- 


ever ` wins the ‘2010 presidential election. - For 
the ‘next president;- the strength and durability a. 
‘of’ the institutional structures established by Rio 


Branco—which enabled Itamaraty, to respond rap- 
idly and effectively. to the challenge of containing 
Chavez—will be critical. f 
For the past 16 years Brazil has been ruled by a 
pair of presidents who, for very different reasons, ` 


. were extremely. well qualified; to conduct a pro- 


gram of presidential diplomacy par excellence. 


-None of the prospective presidential candidates 


demonstrates the gravitas of Cardoso or the 
charisma of Lula, suggesting that the next presi- _ 
dent will less frequently address regional issues 
mano a mano. The president will still direct the ` 
strategic: orientation of regional policy because 
regional: policy has become integral to national 
development strategy. But the business of plan- 
ning and implementation likely will lose the per- 
sonalized and political tone of the Cardoso and 
Lula years. As Rio Branco would have wished it, 
consistency and measured .change will remain 
the hallmark of tnan 





he government,”. said Brazilian 
President Luiz Inácio Lula da Silva in 
an address to diplomats in’2003, “has 
made a political decision to insert Brazil into the 
world as a major country, a country which likes 
to respect others- but. at the same: time a country 
which wants to be respected.” ý i 
Lula went on: 


z 


We will not accept any more participating in in- 
_' ternational politics'as if we’were the poor little: 
“ ones of Latin America, a ‘little country’ of the 
Third World, a ‘little country’ which has street 
children, which only knows how to play foot- 
ball, and only knows how to enjoy carnival. This 
country does have street children, has carnival, 
and has football. But this country has much 
more. This country has greatness. . . . This coun- 
try has everything to be the equal of any other 
country in the world. And we will not give up on 
this goal. 


This speech captures much of the tenor of 
Brazil’s foreign policy since Lula took office seven 
years ago. The nation has exhibited a new inter- 
national self-confidence, a determination to forge 
a bolder and more innovative foreign policy, and a 
clear sense that Brazil's time has come. Building on 
Lula’s extraordinary personal popularity, the coun- 
trys continued economic stability, and its increased 
international activism and assertiveness, Brazil has 
rapidly acquired a new global prominence. 

Clear signs of activism can be seen in.Brazil’s 
opening of 33 new embassies, 19 new consulates, 
and 5 new permanent missions to international 
organizations, including the International Atomic 
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Substantively, Lula’s foreign policy has entailed 
an emphasis on` South America as a key region 
both in its own right and as part of Brazil’s global 
projection; a focus on- building political .and 
economic relations with.other emerging pow- 
ers, especially China, India, and South Africa; a 
“Southern” slant to foreign policy both in terms 
of partners (especially in Africa and the Middle 
East) and. in terms of.objectives and proclaimed 
values; and a relative distancing from the United 
States and a decline in the salience of traditional 
partners in Europe. 

At the same time, the country’s foreign policy 
under Lula has emphasized not only traditional 
multilateralism but also membership in the new 
formal and informal groupings that have emerged 
at the heart of a new world order. 


THE NEW SELF-CONFIDENCE 

Two strands of thinking have come together in 
Brazilian foreign policy over the past seven years. 
One strand draws on the views of those associ- 
ated with the Workers’ Party, which Lula heads. 
From this perspective, Brazil’s legitimacy in the 
world and the personal standing of the president 


- are closely connected to the social commitments 


ety (Oxford University Press, 2007). He is a visiting fellow ` 


this year at New York University Law School’s Straus Insti- 
tute for the Advanced Study of Law and Justice. 
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that have marked politics at home. These include 
tackling inequality and poverty and promoting 
programs against racial discrimination, as well as 
concrete innovations in such areas as the devel- 
opment of biofuels and mecuaing Amazonian 
deforestation. 

According to this view, Brazil can speak with 


` greater confidence and authority abroad because 


of what it has achieved at home. Brazil’s cam- - 
paign against global hunger, its emphasis on 
Africa, its attempt to promote new forms of 
development assistance, and its longstanding 


- arguments in favor of new financial mechanisms 
for development thus form, part of a broader 
whole. Perhaps more prosaically, an activist for- 
eign policy has also been attractive to a govern- 
ment structurally tied at home: to an orthodox 
macroeconomic policy and. politically limited 
-in its ability to deliver on many of the Workers’ 
Partys historic comrnitments. + 

The second strand of thinking comes 'from the 
more nationalist side of Itamaraty (the Brazilian 
. foreign ministry). Differing from other voices 
: often more in tone and degree than in terms of 
broad objectives, this: point of view has tended 
to emphasize Brazil's identity and interests as .a 
developing: country. It: is. somewhat -suspicious 
of the United States, doubting the viability of 
any close alignment and.fearing the dangers to 
Brazilian’autonomy of,too tight an embrace. And 
it incorporates the belief that foreign policy has 
too .often . stressed low-key pragmatism at the 
expense of seizing available, opportunities. 

When asked at the . 
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policy that they were correct in their-assessment 
of how the world is changing. They believed that 
the Western-dominated global ‘order that had 
emerged from the cold war was too narrow, too — 
unstable, and too illegitimate to, last; that power _ 
was shifting away from the coré: Western world 
and toward the East and South; and.that the world 
of the BRICs (Brazil, Russia, India, and China) 
constituted an important part of the new reality. - 
In these ways, Brazilian foreign policy has both 
reflected and reinforced’a broader set of changes 
in the global order. Power has indeed been shift- 
ing in global politics from the old Group of 
Seven to a new group of emerging powers. The ` 
financial crisis’ of 2008 sharply underlined the 


_ relative strengths of the néwcomers,..who are 


recovering rapidly; and the new weaknesses of 
the established G-7. 

Both the international political system- and, the’ 
structures of global capitalism are in a state of flux 
and annata Arguably, we are witnessing the 

most serious challenge 





start of Lula’s tenure how . 
foreign policy, would 
change, the new foreign 
minister; Celso Amorim 
replied: “Essentially. 
‘what changes is. Brazil's: 
mood, the confidence in 
our own ability:to make . 
a new international - agenda and to. anior it 
into issues of our interest.” = 
As we near the end of the Lula administra- 
tion, the degree to which’such.claims' have been 
turned into policy rests in part‘on the country’s 
changing. material position in the global sys- 
tem. These changes have included: the return 
of relatively, higher levels of domestic economic 
growth; successes in poverty alleviation; Brazil's 
achievement of. energy self-sufficiency and the 
prospect of becoming a major oil producer in 
the future;, structural changes in Brazilian trade 
patterns with booming commodity markets; and 
with China overtaking the United States.as the 
` country’s most important trading partner; and 
the growth of Brazilian outward foreign invest- 
ment. For all its ideological differences with the 
neoliberal capitalist order, Lula’s Brazil was one 
of the great winners of the perverse and unstable 
“casino capitalism” that marked the period from 
2003 to 2008. l 
But self-confidence comes too from a střong 
sense ‘among the architects: of Brazilian foreign 


It is far from clear that Brazil would fit 
easily. into a view of international order 
‘that sought to, give a privileged standing . 

to a grouping of liberal democratic states. 





v -yet to the. global order 
- that: the United. States 
' sought to - build: within 
._ its.own camp during the 
cold’-war and to.. global- 
ize in the post-cold war 
© period. : 
; What,. then, is o 
relationship between what Brazil has been doing 
and: these broader patterns in the global order? 
How does Brazil fit into the bigger picture? And 
what are the opportunities and challenges facing 
the country as Lula’s time in office draws to an 
end and the 2010 election approaches? 


~ JOINING THE RIGHT CLUBS. 


-There is nothing new about'Brazil’s empha- 
sis on multilateralism. Brazil is‘a country that 
has long foresworn hard, and coercive power in 
favor of multilateral ,dialogue.and international 
organizations. Hence it is hardly. surprising that 
a more assertive foreign policy should include 
reviving Brazil's campaign for reform of the UN . 
Security Council and for ‘a: permanent-council 
seat for itself. Even if the, prospect of.actual 
reform has remained distant, the momentum , 
of the campaign has, at least-for. its promoters, 
helped to-maintain the country’s position as 
one of the “natural candidates” for a-leadership 
role—both in the UN itself and in other-bodies 
and: groupings. 
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Equally, it is no surprise that the defenders of 
Brazil's foreign policies should view as.a major 
achievement the country’s position at the heart of 
negotiations within the World Trade Organization 
(WTO) system, with the “old quad” of core nego- 
tiating states (the United States, the European 
Union, Canada, and Japan) giving way to a “new 
quad” ‘(the United States, the EU, India, and 
Brazil). 

And as the 2008 financial crisis EET inade- 
quacies in the current global financial order, it was 
a given that Brazil would lead demands for reform 
of the voting structures of the Bretton Woods 
institutions. The Lula administration called for 
an end to “hereditary claims” on the leadership of 
the International Monetary Fund ‘and the World 
Bank as “a first and necessary step in ensuring that 
emerging economies and developing countries 
generally have a greater say in decision making.” 

In the meantime, however, the global system 
itself has been changing. Alongside formal mul- 
tilateral institutions such as the UN or the WTO, 
there has been an increasing emphasis on differ- 
ent sorts of informal groupings, clubs, concerts, 
and coalitions. Policy makers and analysts have 
pointed to a complex mosaic of various group- 


ings that are emerging in a process of “global à `` 


la cartism” or “messy multilateralism.” In part, 


such groupings form for functional reasons and | 


according to the needs and characteristics of a 
problem at hand. 

But issue-specific interests, functional prob- 
lem solving, and the provision of global public 
goods constitute only part of the’ story. In addi- 
tion, groupings are forming in response to shifts 
in global power, built around the. core interests 
of major powers and structured in ways that are 
clearly hierarchical and exclusionary. Pressure-for 
change in this direction comes in part from the 
perception in Washington that the United States 
must reduce the range of its burdens by negotiat- 
ing a new set of bargains “a major aaa and 
regional powers. ? 

' This perception is Habri by the view in 
Washington and elsewhere that, while formal 
multilateralism might be legitimate, it is a bad 
way to reach agreements: (clearly demonstrated 
for many by the recent climate change negotia- 
tions in Copenhagen) as well as ineffective when 
it comes to enforcement (as illustrated for many 
by the problems of enforcing sanctions against 
Iran). Hence revising.and reforming the global 
order is about rearranging the seats around 


the table to include those with both the power 
and relevant interests, as well as in some cases 
expanding the size of the table—as in the move 
from the G-7 to the G-20 for purposes of eco- 
nomic governance’and the mae of other 
global issues. 4 

- Within such a context it was predictable that 
Brazil’s strategy of emergence would emphasize 
the development of different forms of clubs and 
groupings. A prominent theme of the Lula years 
has been the search for recognition, for securing 
Brazil’s “sovereign presence” via an assertive and 
activist foreign policy—not by means of direct 
confrontation in .the style of Venezuelas Hugo 
Chavez, but rather through engagement and nego- 
tiation within the changing circuits of global deci- 
sion-making. 

For Brazil, the emergence of: the G-20 during 
the financial crisis as the most important forum 
for. the management of globalization represented 
a major step. For Foreign Minister Amorim, the 
significance was clear: “The G-8 is dead; of that 
there is not the slightest doubt.” Moreover, as the 
G-20 has sought to restructure global financial 
management, it has created new and potentially 
important institutions (withthe transformation in 
April 2009 of the Financial Stability Forum into 
the Finaricial Stability Board). And it has insisted 
on expanded membership (with Brazil and other 
BRIC states’ becoming full members of both the 
Financial Stability Board and a range or Atangana 
setting and regulatory bodies): 


SIDING- WITH THE SOUTH: us 

Brazilian foreign policy under Lula can’ there- 
fore be classified as falling on the activist and 
engagement-oriented end of the spectrum. But 
how might one.characterize the substantive posi- 
tions: taken by Brazil? Here the crucial point ‘is 
the degree to which Brazil has continued to press 
for the revision of many: dominant international 
norms and for the reform of global ibis 
institutions. 

Lula’s Brazil- has not ban radically revision- 
ist, but it has broadly opposed the status quo. 
Insisting on a role nearer the center of global 
multilateral bodies is` perfectly compatible with 
a willingness to- challenge the status quo, reject 
Us-favored positions, and call for new forms of 
international governance.: 

On climate change and nuclear en 
for instance; Brazil has continued.to argue that 
its interests lead it to side with other developing 


and emerging. countries. Brazil has also rejected 
the idea that emerging powers need to become 
more “responsible” and act as “responsible stake- 
holders.” From the Brazilian perspective, who is 
and who is not responsible depends on where 
the.camera stops and from.where one is film- 
ing: Snapshots of particular Chinese or Indian 
positions at Copenhagen might appear to justify 
accusations that those countries are unwilling to 
assume global responsibilities. For Brasilia, how- 
ever, it is just as clear that, in the bigger picture, 
the United States remains: the “great irrespon- 
sible” when it comes to climate change, and that 
Washington was prepared to bring precious little 
to the negotiating table. 

In the case of nonproliferation policy, Brazil 
has shifted significantly compared to. the 1990s. 
During that decade Brazil- reversed its traditional 
resistance to the Nuclear Non-Proliferation Treaty 
(NPT) and moved more into line. with dominant 
international norms, signing the NPT. itself in 
1998. However, since 2004 Brazil has shown 
a renewed interest in 
accelerating and pro- 
tecting its indigenous 
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Those countries of the old Third World that had 
previously challenged the Western order would 
now become increasingly enmeshed, socialized, 
and integrated. 

There was a clear sense of the liberal ascen- 
dancy; a clear assumption that the United States 
had the right and the power to ‘decide what the 
“liberal” global order was all about; and a clear 
belief that the Western order worked and that it 
had the answers. Yes, of course, isolated rogues 
and radical rejectionists would remain. But they 
were on the “wrong side of history,” as “President 


‘Bill Clinton confidently proclaimed. 


it is this sense of a one-way road and the easy 
categorization of states as joiners or rejection- 
ists that has become blurred. It is, for example, 
extremely significant historically that the recent 
financial crisis started in and most seriously dam- 
aged the center of the global capitalist system— ` 
and not, as in the 1980s and 1990s, its periphery. 
Certainly the Lula government has taken every 
opportunity to Suggest that the crisis undermines 
the technocratic and 
moral authority of the 
‘core capitalist world, 


~ technological develop- 
ment and in reviving its 
nuclear energy program. 

. This has led to a 


Iti is ‘acossible to conceive of managing 
climate change, nuclear proliferation, or 
economic globalization without institutions 
‘ that include China, India, ang Brazil. 


mocking ‘the preten- 
sions of Western econ- 
omists to have the 
answers. By opting for 


renewed emphasis by 
Brazil on the discrim- 
inatory character. of the Hemani regime 
(especially given the absence: of serious disarma- 
ment on the part of the nuclear weapon states). 
Brasilia has also resisted international measures 
that would restrict the freedom of states, such as 


Brazil, that have developed their own uranium. 


` enrichment capabilities (although Brazil'insists on 
its own openness to international scrutiny). 

For many at the nationalist end of the spectrum 
at Itamaraty, the 1990s policy of “responsible inte- 
gration” had brought few rewards, while India ben- 
efited by violating the rules. India stood outside the 
club of responsible states, moved in 1998 to nuclear 
weaponization, and was rewarded by Washington 
with recognition of its major power status. ` 

Brazil’s perspective on many of these issues 
stands in striking contrast to many of the expec- 
tations of the 1990s. It was then widely believed 

. that the sheer power of. the Greater West, the tri- 
umph of market-liberalism and political democra- 
cy, and a common interest in creating cooperative 
institutions would draw: iri more and more states. 





continued market liber- 
` alism in 2003, Lula may 
have “saved Brazil for capitalism” (as a former 
finance minister under the military regime put it), 
but this does not mean Brazil has become an easy, 
or accommodating partner. 

So; in contrast to one important school of 
academic theorizing, there is no necessary link 
between liberal economic integration and a decline 
in strongly nationalist stances on other issues. Nor 
is it the case that the major fault lines in the global 
order can be reduced to a liberal West versus its 
autocratic opponents. 

One strand of recent American’ thinking sug- 
gests that the US-led global order should be 
expanded not according to some ‘measure of 
who has power, but rather iù line with political 
identity and- ideological affinity: a top table of 
democracies. However, it is far from clear that 
Brazil would fit easily into a view of international . 
order that sought to give a privileged standing to 
a grouping of liberal democratic states. Indeed, 
Brazil illustrates some of the aeua with 
such an idea. 
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THE VIEW FROM BRASILIA. 

For all‘its political and social problems, Brazil 
is a large and ‘consolidated democracy and, with 
India, has a legitimate claim to be part of twenty- 
first-century debates on the ` theaning and nature 
of democratic rule. It has, however, its own dis- 
tinctive views. In’ thé first place, Brazilian gov- 
ernments have long ‘stressed the importance of 
universalist multilateral institutions. They have 
been resistant to .coercive liberal intervention- 
ism and have continued to ‘maintain the impor- 
tańce of national sovereignty. And ‘they, have 
consistently criticized what has been viewed as 


politically driven selectivity in relation to hunian -` 


rights initiatives and humanitarian interventions. 

Second, ‘Brazil has seen clear geopolitical and 
economic advantage in developing ties with-non- 
democracies, China miost obviously. And its diplo- 


matic soft power has.depended on the claim that i 


it can act as an interlocutor with many different 
kinds of states and political systems. 

Third, many in Brazil (particularly on the 
left) sympathize with democratic developments 
in Latin America to’ which Washington is least 


attracted, developments that either (on one view)” 


refléct the weaknesses of narrow electoralism or 


(from another view) open up new forms of ver i 


ticipatory, democracy. 


Fourth (however self-serving this might $e: E 
Brazil has argued that: the democratizing agenda 


should þe about “democratizing”. global, gover- 
nance rather. than reforming the power of the 
currently dominant. In these and other ways; 
Brazil illustrates the degree to which views of the 
world and concrete foreign policy interests can 
vary greatly even among states that are liberal, 
Western, and democratic. 

All.of this suggests that one should focus less 
on the BRICs as a group, and more.on the complex 
processes of change and.“bricolage”,that have been 
taking place within each of the emerging states 
in the global order.: As part of a complex process 
of breaking down and: reassembling old and new 
ideas, values and policies are melded together to 
produce something qualitatively different. The 
result works against the notion that today’s emerg- 
ing powers will simply be absorbed within an 
expanded version of a liberal Greater West. 

-Another point follows from this, namely the 
need to understand: how external. engagement 
and ‘domestic change are interrelated. .The issue 


. of domestic politics arises almost automatically ` 


in relation to the United States. This is not just 
a- contingent matter of President. Barack Obama’s 
limited domestic space: in. which to: maneuver. 
It stems rather from the persistent difficulty .of 
meshing the external bargains: that are inevitably 
involved in:the ongoing negotiation of hegemony 
with the complexity and ielatively. closed charac- 
ter of US domestic politics. - ele 

. However, and is this the critical point, some- ` 
thing similar can be-said about all of today’s large, 
complex; and fast-developing emerging powers. 
Thus, Brazil's domestic politics when it:comes to 
trade or climate change is also complex and often 
contested. Foreign policy. is no longer simply a 
matter of what the foreign ministry says. New 
voices are demanding a say (quite noticeably in 
recent debates on Brazil’s climate change policy), 
and.the.nature of state-society relations ` is gradu- 
ally changing. - my 

Continued integration i into the global economy, 
the successes of Brazilian democratic develop- 
ment, and the impact of “international” norms on 
“domestic” politics have all increased puugisans in 
the making of rian policy. 


1c 


IN LULA’ S FOOTSTEPS 


The economic and political contexts foi 


‘Brazilian foreign policy are likely to prove more 
. challenging in coming years..Economically, Brazil 


will have to deal with problems-causéd by a 
massive appreciation of its currency, and with 
increased competition from China-in many of the 
most important export markets for its manufac- 
tured goods, including in South America. 

No matter: who wins the 2010 election, it will 
be much harder to be all things to all people in.the 
way that Lula’ has exemplified. The Lula govern- 
ment has sought to play at both Davos (the World 
Economic Forum).and Porto Alegre (the World 
Social Forum). It has sought—and succeeded to a 
significant extent—to be both the favored son of 
Wall Street investors and to speak for the progres- 
sive global: South. Lula’s successor will.find this a 
more difficult game. í 

- Domestically, if social: programs and: poverty 
alleviation are to continue, the new: government 


. will have to engage in far more serious tax reform, 


as well as tackle distortions in the existing pen- 


-~ sion system. And it will have to make further 


progress in improving educational outputs and 
reducing social violence, areas in which achieve- 
ments have continued to Jag badly behind the 
rhetoric of progress and reform. 


. Externally, the financial crisis and its ongo- 
_ ing consequences mean that the industrialized 
_ world is likely to remain focused on:its immedi- 
ate economic interests. In the United States, this 
` tendency will be reinforced by: the:Obama admin- 
istration’s extremely limited domestic political 
space. Multilateralism, let alone :“global gover- 
nance,” will remain highly contested: Moreover, 
although the Obama adrninistration has sought 
to act multilaterally on many issues, a -perva- 
sive, pragmatic skepticism persists regarding the 
‘viability of the sorts of multilateral governance 
favored by Brazil. l i 


' All this will add to the dilemmas Sonko 


~% ing Brazilas it tries to increase-its influence in 
the global arena: While informal international 
groupings represent an: opportunity. for Brazil, 
the country still is far more dependent on for- 
mal institutions. than are: other emerging pow- 
_ ers. These institutions. provide ‘the settings in 
which Brazil's soft power can be ‘most effective 
and, where its policy makers can maximize: well- 
‘established coalitional . ~>. 

strategies and.claims to > Tr 

represent Southern intér-. 
ests. 

It is partly for this rear . 
son..that Brazil. has put 
. greater emphasis:than has, 

‘say, India on reforming 





Insisting on a role nearer the center of ` 
“global multilateral bodies is perfectly 
„compatible with a willingness to . 
-challenge the status quo. - . 


4 
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club that being a-sustainable major power neces- 
sarily. involves defining one’s iriterests broadly 
and helping to selve other-péople’s problems. But 
even as aspirations for power and effectiveness 
tend ‘to push toward smaller groupings, legitimacy 
demands broader. involvement. ` re 

So does the changed nature of many chal- . 
lenges to global governance. Itis, after all, a fun- 
damental: characteristic of many of the serious 
problems facing the.world (terrorism, climate 
change, global health) that they involve many. 
actors in many places: And yet Brazil:has found 
that negotiating within the core of the WTO and, 
at ithe same time, maintaining. support from 
other developing countries is far from straight- 
forward. Copenhagen: provided further evidence 
of the difficulties. of embedding informal groups . 
of states within formal institutional and negotiat- 
ing structures... >. 

A final challenge concerns domestic politics. 
Foreign policy’.in Brazil ‘has become’ far ' more 
politicized.. Pepe ‘Lula’s personal popularity, 

elite consensus on many 
„foreign *policy issues has 
“been eroding. Serious dif- 

ferences have emerged 
-régarding, for example, 
-how much-weight-should 
. be given to South America 
Sei . and to the global South. 








the UN Security Council; : l 

that it has been more willing to engage in insti- 
tutional innovation (as with the creation of the 
“Clean Development Mechanism” under the 
Kyoto Protocol.in the late 1990s); and that, when 
push comes to shove, it has been prepared to look 
for an agreement (as at the July 2008 Geneva WTO 
ministerial meeting, or indeed on climate change 
at Copenhagen). 

When it comes to informal groupings that are 
not tied to formal institutions (such as the G-20), 
the risk for Brazil is that membership brings 
shared responsibility and calls for shared burdens, 
but without the effective capacity to influence 
decision making and without the protections pro- 
vided by the rules of formal institutionalization. 

Brazil also faces dilemmas in trying to balance 
its immediate interests as a regional and emerg- 
ing power with its coalitional strategy of building 
support in the global South and of claiming to 
speak for a broader set of Southern interests and 
values. There is certainly much to play for here, 
reminding members of the would-be Great Power 


. In part; the politicization 
of foreign policy has followed : from ‘particular 
policy choices (for instance, Brazil's relations with 
Venezuela or Iran). But it also reflects a broader 
set of changes that will continue to eat away at the 
top-down and rather closed traditions of Brazilian 
foreign policy making. 


MORE OF THE SAME? 

The tone of Brazil's foreign policy could well 
change with the election of a new president in 
2010. A shift in emphasis certainly is possible— 
involving, for example, a less assertive policy 
in the region, or a more restrained “Southern” 
rhetoric. Brazil in any. case will have to adjust 
to the loss of Lula and of his capacity to achieve 
visibility on an ever more crowded international 
stage. l ; 
However, the structure of Brazil’s economic 
interests (for instance, the importance of manu- 
factured exports in relations within Latin America, 


` or of Brazil’s role in agricultural trade within the 


WTO); the legacy of the overall success of a more 
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assertive foreign policy under Lula; and the way in 
which recent foreign policy has‘reflected broader 
changes in the global order all point oer in the 
direction of continuity. 

And few obvious alternatives precede them- 
selves. After the initial hopes inspired by 
Obama’s election, many around the present gov- 
ernment in Brazil found themselves disappoint- 
ed by US policy on Cuba, on Honduras, and on 
the issue of US military. access to Colombian 
bases. Washington is likely to remain a relatively 
_unforthcoming partner, hemmed: in: both by 


domestic constraints and by the imperative to. 


play economic hardball.. In the case.of the EU, 
perspectives between Brazil and Europe overlap 
considerably when it comes to broad models 
. of global governance, but concrete interests on 
many ‘issues such as trade and ‘climate change 
point toward continued differences. 


ADAPTING. TO THE NEW ORDER 

‘The challenges facing the international com- 
munity in its search for new forms of global coop- 
eration are immense. Multilateralism worked for 
much of the post-1945 period in part because the 
order in fact was not very multilateral. It was cen- 
tered around a core of developed Western states, 


and many of the major international institutions. 


were dominated either by the United States alone 
or by a small group of Western and industrialized 
countries. The Western liberal order excluded the 
Soviet bloc, and the Soviet threat was essential 
to managing the geo-economic challenge posed 


by the rise of Japan, South Korea, and the other 
newly.industrializing Asian countries. The Third 
World played only ‘a marginal role and, where it 
was engaged, its interests were: limited and ovet- 
whelmingly defensive. aay T 

All- this has changed. Todays emerging and 
regional powers are. indispensable members of 
any viable global order. The largest among them, 
including Brazil, are indispensable for reasons of 
power-ánd politics.. The current nature of inter- 
national society means that the possibilities for 
coercing major players will ‘always ‘be extremely 
limited. To be effective and sustainable, a global 
order must therefore be based on compatible 
incentives and reflect the legitimate interests and 
values of heavyweights in the system. 

Todays new powers are also indispensable for 
functional reasons. It is impossible to conceive ‘of 
managing climate change, nuclear proliferation, 
or economic globalization without: institutions 
that include China, India, and Brazil. The cost of 
this change is a far greater degree “of heterogeneity 
in the interests (and maybe values) of the major 
states, as well as an enormous. increase in- the 
number of voices demanding to be heard. 

The Lula administration's achievement has 
been to help reinforce this new reality, while dem- 
onstrating the degree to which Brazil has become 


‘an influential player in the new global order. 


However, if living on the periphery was often dan- 
gerous and difficult, living within the new order 
raises a set of very different, but equally:s serious, 
challenges and dilemmas. 


7A, 


capitals e Obama 





-Obama and Latin America: 


” Ugo ‘Chavez's pei to the United Na- 


tions General Assembly on September. 


24, 2009, did not receive much attention. 
The speech was notably more restrained than his 
famous'address on the’same occasion three years 
earlier, in which the Venezuelan president had 


called George W. Bush: the “devil” and referred. 


to the “smell of sulfur.” This time Chavez was 
forced to depart from his usual, incendiary script 
because of-Barack Obama's favorable image and 
his preference for engagement—”We will extend 
a hand: if you are willing to unclench your fist,” 
the US president had declared in his inaugural ad- 
‘dress: Indeed, Chavez said the smell of sulfur had 
been replaced by “the smell of hope.” 
Nonetheless, Chavez—ever resourceful—hint- 
ed at what might become a common view regard- 
ing Obama’s approach toward Latin America and 
. the Caribbean. He referred to “two Obamas,” one 
projecting a friendly, conciliatory image, and the 
other adhering to the course of Obama’s predeces- 
sors, who typically treated the region as the “back- 
yard” of the United States. Chavez raised doubts 
about whether old practices-and concepts would 
in fact give way to more-genuine and equitable: co- 
operation. His speech referred directly to three is- 
sues that caused friction in-hemispheric relations 
in 2009: Cuba-policy, the US ares presence in 
Colombia, and the Honduras crisis.’ 
` The past year has actually seen lines little 
substantive change on a- number of longstand- 
ing disputes. And toward the end of 2009, inter- 
American strains were further aggravated by the 
sensitive ‘question of Iran’s growing involvement 
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in the region. The November visit of Iranian Presi- 
dent Mahmoud Ahmadinejad to Venezuela, Bo- 
livia, and, most significantly, Brazil coincided with 
deepening concerns- in Washington andthe inter- 
national.community about Iran’s nuclear program: 

The implications of: the visit were ‘serious 
enough that Secretary of State Hillary ‘Clinton 
warned Latin American countries on December 11 
that “if people want to flirt with Iran, they should 
take a look at'what the consequences might well 
be for them.” These words had a familiar ring, and 
predictably elicited a response from Chavez about 
“threats” leveled by the-US governnient. ' 

Also disconcerting, if not unexpected, for many 
Latin Americans was the absence of a-sustained, 
high-level focus on the region during the first 
year of the Obama administration. Granted, -the 
new president was inundated from the outset, and 
many other’ issues—from the economic crisis’ to ` 
health reform:to changing conditions in Afghani- 
stan—understandably took précedence. But Latin 
Americans were dismayed that a new assistant sec- 
retary for Western Hemisphere affairs was not in 
place until the end of November, and that Latin 
American policy degenerated into partisan bick- 
ering over issues liké Honduras. Today, signs ‘of 
frustration are unmistakable in Washington and 
in many Latin American capitals, despite Obama's 
immense personal appeal and the continued prom- 
ise of a more productive partnership. 


THE MOOD SWING. 

‘The fifth Summit of the Americas, involving 
every democratically elected head of state in the 
region, was fortuitously scheduled less than three 


-months after Obama's, historic inauguration. The 


summit in Trinidad and Tobago provided the new 
US president with an introduction to the region’s 
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` leaders, political idiosyncrasies, and cornplex chal- 


lenges. Obama had never been south of the border — 


before, though he did stop in Mexico’on his way 
to the summit. His prior meetings with Mexican 
President Felipe Calderón and Brazilian President 
Luiz Inácio Lula da Silva were well orchestrated 
and entirely appropriate, given the neo of 
both countries. 

Not surprisingly, the spotlight at the summit 
was on Obama, who aroused: considerable curi- 
osity. He performed in exemplary fashion, setting 
a refreshingly moderate: tone, promising a “new 
beginning,” and extending a hand even to hostile 


leaders such as Chavez. While this overture was ' 


somewhat controversial at home, Obama showed 


regional leaders that he would not view,the Amer- ` 


‘icas in ideological terms, as a region sharply. di- 


vided between friends and, adversaries. Rather; 
Obama called for “mutual respect,” and although ` 


he was not the first US president to do so, his per- 
sonal background and stoty lent the: pledge greater 
credibility. 

Further, Obama's decision to dlse the deten: 
tion facility at Guantanamo Bay, Cuba—although 
implementation has been bogged down—was an 
enormously important and positive signal to the 
region. Obama also acknowledged failure regard- 
ing the two. principal sources of irritation in US- 
Latin American relations: Cuba and counternar- 
cotics policies. He promised to work cooperatively 
in devising. alternative approaches „to these and 
other questions on the hemispheric agenda. 
`. At the very least, Obama's debut on the regional 
stage was highly successful in improving the mood 
in US-Latin American relations. Obama's likeabil- 
ity contrasted sharply with his predecessor's, sig- 
nificantly enhancing the favorable image of the 
United States. For example, according to the Pew 
Research Center, in Brazil last year confidence in 
Obama was at 76 percent, a dramatic jump from 
the 17 percent that Bush registered in 2008. A Lat- 
in American Barometer poll revealed an increase 
in the United States’ favorability from 58 percent 
in 2008 to.74 percent in 2009—the highest rating 
ever reached by the United States since the survey 
began in 1995. 

This shift mirrors a global upward trend and 
represents no meager accomplishment for the 
new administration.‘ Improvement in America’s 
image, though no substitute for substantive poli- 
cy gains, is an essential step toward repairing the 
damage of preceding years and rebuilding trust 
in US foreign policy. 


Along with projecting a friendlier face to the 
world, Obama’s other major achievement in his 
first year was averting a widely feared economic 
collapse and ‘all of its likely“ repercussions. ‘In Latin 
America there was enormous apprehension about 
how the financial -crisis would affect a region that 
had endured more than its share of such: crises 
(even though this time the problem originated in _ 
the United States). To its great credit, Latin America 
largely’ avoided the. effects of the economic turmoil; 
Brazil's quick Tebound was particularly i impressive. 

By’ adopting . effective economic measures, 


-' Obara in effect heeded Lula’s suggestion that the 


best..thing the United States could do for Latin 
America was to put its own economic house in 
order. Although severe problems in the region re- 


main,.including high unemployment, the ‘worst- 


case scenarios were fortunately never. realized. 
With.the notable exception of Mexico, whose 
economy. ‘contracted by more than 7--percent..in 
2009;.Latin America weathered the financial crisis 
substantially betteř than most experts predicted. ~ 


THE HONDURAS SURPRISE 

~ No-one expected, when Obama took:office that 
Honduras would become an important,test for the 
administration’s new approaches toward democ- 
racy; relations with Latin American partners, and 
multilateral cooperation. Yet after Manuel Zelaya, 
the democratically elected president, was ousted 
by the Honduran military on June 28, a series of 
reactions—sometimes with comic opera quali- 
ties—ended up severely complcanne ne Tani 
American relations. . i | 

'The Obama administration’s soadembaton of 

the coup—Zelaya’s ‘prior unconstitutional power 
grab: did‘ not offset or justify such an egregious 
violation of the democratic. order—was swift and 
firm. Obama said the coup was “illegal” and set 
a “terrible precedent.” The president was keen 
to be on the “right side” ‘of this issue,.to: work in 
concert with Latin American neighbors, and try to 
distinguish himself from Bush, whose administra- 
tion had coriveyed undisguised glee after: a coup 
temporarily removed Chavez from power in April 
2002. In what turned out to be an instance of re- 
markable political consensus, the: United States 
and every other country in the hemisphere- adopt- 


‘ed a punitive stance toward the de facto regime in 


Honduras, pressing for Zelaya’s return. 

The regional consensus against the coup can be 
attributed to two factors. in addition to the US re- 
action. The first is:that Zelaya was a Chavez ally, 


which led the Venezuelan president and his sup- 
porters. in the Bolivarian Alliance for the Peoples 

_of our Americas (ALBA) to take a forceful stand. 
(Honduras ‘had! joined ALBA in 2008. Other ALBA 
members, besides Venezuela, include Cuba, Bo- 
livia, Nicaragua, Ecuador, and a number of Carib- 
bean nations.) 

‘In addition, although some:coups have occurred 
in Latin America in recent years (even military 
-coups, such as:‘Ecuador'’s in-2000), this one touched 
a nerve in the-region: A widely shared calculation, 
which turned out to be entirely incorrect, was that 
a unified, principled position in the: hemisphere 
would lead. to a practical solution. Honduras’s de 
facto government, it was believed, would be forced 
‘to succumb to sustained international pressure. As 
it happened, nearly everyone underestimated the 
governments resistance and ability to: delay, as it 
ran out the clock until an election that had already 
been scheduled for November 2009. 

As the crisis: dragged’ on, the Obama adminis- 
tration tried to pursue a ‘middle’ ground, which 
provoked criticism from’ both 
sides. Washington was reluc- 
tant to impose a solution and 
apply the full force. of trade 
sanctions, though the Obama 
administration consistently 
insisted on Zelaya’s return and 
employed’ some pressure on 





US:policies will continue to 
- attract criticism in the 
absence of a clear, strategic’ 
concept guiding future decisions. 





the de facto government (by 
withholding aid, for example). For such perceived 
ambivalence, Obama was criticized by some Lat- 
in American governments, such as Brazil's, which 
called on Washington to exercise its disproportion- 
ate leverage to ensure Zelaya’s return: The calls for 
a more heavy-handed US approach seemed to irk 
Obama, who noted in August “the irony that the 
people that were complaining about the US inter- 
fering.in Latin America are now complaining that 
we are not interfering enough.” - 

At the same time, the Honduras controversy 
quickly became mired. in US domestic politics. 
- Some congressional Democrats echoed’ Brazil’s 
sentiments. Republicans, however, : were upset 
that Obama was pushing so vigorously for the re- 
turn of Zelaya; an ally of the:anti-US Chavez. They 
-criticized what they perceived to be Zelaya’s anti- 
democratic conduct and lauded the de: tacto gov- 


- ernments- resistance. 


‘Republicans were eik enraged when 
the Obama administration announced that it 
would not'recognize the November'29 elections 





< Obama and Latin America 69 


unless’ Zelaya presided over them. Jim DeMint; a 
Republican senator from South Carolina, was the 
most conspicuous critic of the administration's 
policy, expressing his disapproval by holding up 
the appointments of Arturo Valenzuela as assistant 
secretary of state and Thomas Shannon as ambas- 
sador to Brazil. The acrimony and partisan discord 
in Washington were reminiscent of the cold wat 
battles that played out regarding Central America 
a generation ago. 

In Octobér; with the election in Honduras fast 
approaching, it became increasingly clear that ef- 
forts to resolve the issue pursued by the Organi- 
zation of American States (OAS) and Costa Rican 
President Oscar Arias were unlikely to bear fruit. 
The de facto Honduran government showed no 
sign that’it would allow Zelaya (who had been 
holed up in the Brazilian embassy since Septem- 
ber) to.return to the presidency. The Obama ad- 
ministration, eager to, resolve both the Honduras 
crisis itself and the domestic political dispute re- 
garding Honduras that jeopardized its Latin Amer- 
ica policy, undertook a diplo- 
matic mission that resulted in 
both Honduran parties sign- 
ing'an accord. 

According to the agreé- 
ment, Zelaya could return to 
power with ‘the approval of 
the Honduran Congress, and 
the November election would 


proceed with everyone accepting ‘the results. Al- 


though many initially applauded the accord as a 
breakthrough that would end the crisis, it soon be- 
came clear that the two sides interpreted the agree- 
ment differently, leaving the deadlock unresolved. 
' With the accord, the Obama administration de- 
cided that it would:recognize the outcome of the 
election, leaving as a separate matter, and one in the 
hands of the Honduran Congress, the question of 
Zelaya’s return to office. This distinction left Wash- 
ington sharply at odds with other Latin American 
governments, which said they would recognize the 
election only if Zelaya were allowed to return: 
‘Honduras’s Congress in the end withheld its ap- 


` proval. But the US administration reckoned that 


if the elections proceeded reasonably well—with 
the result seen as legitimate by most Hondurans— 
then other governments would eventually come 
around to recognizing and dealing with the new 
government. (Asa result of this policy stance, De- 
Mint lifted his hold.on the appointments of Valen- 
zuela‘and Shannon.) 
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Porfirio Lobo of Honduras’s National Party was 
elected the country’s next president, and some 
governments have already joined.the United States 
in recognizing the outcome. In this context, pros- 
pects for a solution.to the Zelaya issue appear in- 

creasingly likely, preparing the ground for Hondu- 
"ras to resume full diplomatic and economic rela- 
tions in the hemisphere. .: 

For the Obama. administration, the crisis is 
instructive in several respects. While the admin- 
istration quickly and properly adopted a prin- 
cipled and punitive stand: alongside its Latin 
American partners, it misread conditions on the 
ground in Honduras, hindering a practical so- 
lution. Moreover, the administration’s on-again, 
off-again involvement in the crisis hampered 
its ability to strike-the delicate balance between 
supporting cooperative, hemispheric approach- 
es and trying to shape a favorable outcome. 

A tight economic relationship between: Hon- 
duras and the United States made it even more 
crucial that the United States play such a diplo- 
matic role. Yet the Obama. 
administration, perhaps in ` 
a rush to resolve-the crisis 
and partly as a result of do- 
mestic political problems, 
ended up carrying out a 
policy that left its Latin. 








On two matters-of great concern 
in Latin America—immigration and 
trade—the Obama administration 
has moved slowly, if at all. 


as a way to ensure: the country’s security in the 
face of potentially aggressive moves by Chavez. 
In Washington, the accord was driven by. bureau- 
cratic agencies, particularly the Defense Depart- 
ments Southern Command, with scant ‘strategic 
or political vision. A serious review of this military 
cooperation pact—and how it would be perceived 
in Latin America—was by all accounts not under- 
taken with the right focus and energy. 

The deal was a political gift for Chavez, giv- 
ing him new ammunition for, his anti-Us tirades. 


_ Chavez has long used the substantial security col- 


laboration between the United States and Colombia 
as evidence of a military threat to his country and as 
justification for his own military spending, which 
has included the purchase of an estimated $5 billion 
to $7-billion worth of arms from Russia alone. 

- Venezuelas ambassador in Washington, Ber- 
nardo Alvarez, wrote in December that the agree- 
ments “vague provisions: and questionable moti- 
vations threaten regional stability and territorial 
sovereignty, alter the region’s military balance, and 
threaten to push more of the 
violence and -drug traffick- 
ing that is endemic to Co- 
lombia’s conflict across: -its 
borders.” Chavez has been 
unrelenting in his criticism, 
seizing on the pact to attack 
the Obama administration. 





American friends unhappy, - 
both because they were not 
adequately consulted: and because they did-not 
endorse the terms of the accord. 


COLOMBIA CONFUSION 

A lack of consultation and of adequate diplo- 
matic: groundwork . has also strained: US—Latin 
American relations on another key issue: an agree- 
ment between Washington and Bogotá for US ac- 
cess to seven Colombian bases used for combating 


drugs and that country’s insurgencies. The 10-year - 


pact, news of which leaked in Colombia in August 
—it was signed at the end of October—has revived 
suspicions in South America about US military 
motives in.the region. The announcement.of the 


agreement, ineptly managed, struck Latin Ameri- 


cans as incongruous with the spirit of the Obama 
administration's stated regional approach. 

The agreement moved forward and-.reached 
completion through inertia—it.had been in the 
works during the Bush administration—and it 
was championed by the government of Colombian 
President Alvaro Uribe. In Colombia it was sold 





In fact, it was predictable 
that the Venezuelan president, feeling increasingly 
encircled in the region and politically vulnerable 
at home, would lash out. 

The Obama -administration has responded. by 
insisting that the agreement merely formalizes the 
existing security relationship with Colombia and 
does not signify an increased'US military presence 
in the country (the current cap is 800 US military 
personnel and 600 private contractors) or any op- 
eration beyond Colombia's borders. It is doubtful, 
given Washington's other preoccupations and pol- 
icy priorities in the region, that it has any interest 
whatsoever in carrying out the activities suggested 
by Chavez and others in Latin America. 

. Still, it is unclear that the new agreement was 
even necessary for achieving US policy goals. And 
even if the deal were deemed essential, it should 
have been accompanied by a high-level diplo- 
matic effort and communications strategy aimed 
at assuaging persistent, understandable concerns 
among Latin American -friends like Brazil about 
the role of the Us military.in the region. - 


_.-Perhaps the most damaging aspect of the Co- 
lombia base agreement for US—Latin American re- 
lations has been the strong reaction registered by 
Brazil’s government. The Brazilians, after all, just 
a year ago launched the Union of South Ameri- 
can Nations, which is modeled after the European 
Union and seeks to deal with defense issues as part 
of a wide-ranging regional agenda. 

Any agreement regarding the United States and 
its evolving security role in South America was 
bound to generate suspicion and controversy, so 
prior consultations with senior officials of the 
continent's leading power should have been a top 
priority.. Although Brazilian criticism of the Unit- 
ed States on-this issue may have been overblown, 
Washington should have been able to anticipate 
such a reaction. i 


CUBA, AGAIN 

As Obama quickly discovered at the summit 
meeting in Trinidad and Tobago, nio issue unifies 
Latin America in its posture toward the United 
States as much as the decades-long US embargo 
against Cuba. Obama's election to the presidency— 
including his victory in Florida, which has a size- 
able Cuban-American community—was thought 
to'signal a greater openness to ending the anachro- 
nistic embargo and engaging Cuba instead. 

Obama fulfilled his campaign promises to lift 
Bush-era restrictions on travel and remittances 
by Cuban-Americans, and to authorize new US 
investments in telecommunications in Cuba. The 
administration renewed dialogue on migration 
and engaged in negotiations to establish regular 
postal service. The moves so far have been modest 


, and incremental, but they clearly point to a more 


open-minded approach toward Cuba and a sharp 
departure from Bush administration policies. 
Nonetheless, it is clear that lifting the embar- 
go—as most Latin Americans have called for— 
remains politically unrealistic absent significant 
steps toward reform on Cuba’s part, such as releas- 
ing political prisoners or holding free and fair elec- 
tions. And there is no indication that Cuban Presi- 
dent Raúl Castro intends to adopt such changes 
any time soon. The more politically feasible step 
of lifting 4 travel ban for all-Americans has some 
congressional momentum, but some congressio- 
nal resistence as well, and the Obama administra- 
tion has been cautious. 
Anothér key development affecting US—Latin 
American relations was lifting Cuba’s suspension 
from the OAS, which had lasted 47 years. This 
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change came at the OAS General Assembly meet- 
ing in Honduras in early June, when a resolution 
that set a path for Cuba’s return to the organization 


“was unanimously approved (even though to date 


Cuba has shown no interest in coming back). 

Although the resolution contained some politi- 
cal conditions and reflected a sound compromise, 
the process caused some irritation on both sides. 
Washington wanted tougher conditions, and some 
Latin American governments—especially the ALBA 
bloc—pressed for a resolution without conditions. 
The Obama administration preferred a more cau- 
tious, deliberate approach to an issue that in the 
United States remains highly charged. 


THE REAL AGENDA. 

The Obama administration’s pragmatic and re- 
alist foreign policy orientation has logically meant 
an interest in deepening relationships with the . 
two most significant Latin’ American countries: 
Brazil and Mexico. From the outset of his admin- 
istration, Obama seems to have grasped the vital 
importance of Brazil in helping .to advance US in- 
terests and priorities in the region. Brazil, increas- 
ingly active and influential in global forums such 
as the Group of 20, and with aspirations to gain a 
seat on the United Nations Security Council, is re- 
garded as a central player on issues such as energy, 
climate change, nonproliferation, and the Doha 
round of trade negotiations. fee Ta 

During Obama’s first year as president, the US- 
Brazil relationship regarding these and other glob- 
al: questions has been somewhat more productive 
than it has been regarding issues on the region- 
al agenda, especially Honduras, the Colombian 
bases, and Cuba. Also, as mentioned, the Ahma- 
dinejad visit to Brazil in late November provoked 
concern in Washington, particularly among some 
members.of Congress. Differences on these issues 
highlight contrasting. political realities-and con- 
flicting priorities in Washington and Brasilia. 

In Mexico, on the other hand, the realities of 
relentless crime and violence—aggravated by that 
country’s profound economic crisis in 2009—have 
only deepened Mexico's ties with the United States. 
The bilateral agenda is impressively broad, encom- 
passing issues such as trade, immigration, drugs, 
human rights, and the environment. Tobe pirez., 


frustration remains on both sides. 7 fashingto i 55 Ea 


wants the Calderón administration to,pushfor long- 
awaited structural reforms. Many Mexi¢aH3!résérit Ty 
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progress ‘on immigration reform, and restrictions on 
Mexican trucks operating north of the border. ' 
: Nonetheless, the Obama administration is build- 
ing on remarkable advances in the institutionaliza- 
tion of this essential relationship—in the executive, 
legislative, and judicial branches of government— 
"an institutionalization that has evolved in recent 
years and has ensured reasonably effective manage- 
ment of problems when they emerge. T $ 
The Mexican case dramatically illustrates the 
pernicious consequences of organized, crime 
throughout the Americas, much of it fueled by the 
drug trade. With the selection of former Seattle po- 
lice chief R. Gil.Kerlikowske as the head of the US 
Office of National Drug Control Policy, or “drug 


czar,” the Obama administration signaled'a shift- 


in strategy that would concentrate more.resources 
and attention on reducing demand and consump- 
tion in the United States. 
However, while widespread dissatisfaction with 
supply-side counternarcotics policies persists in 
Washington, there is still no alternative apiroach 
backed by political consen- . 
sus to supplant this admit- 
tedly flawed strategy. A spe- ~: 
cial commission on drug. 
policy in the’ Americas, 
an initiative of the House. 
Subcommittee on. Western 
Hemisphere Affairs, will, 





- Three issues caused friction in 
hemispheric relations in 2009: 
Cuba policy, the US military presence 
in Colombia, .and the Honduras crisis. 


States. Moving reform forward is apt to be difficult 
and.-will hinge ori economic -conditions and the 
unemployment picture, But at least there. appears 
to be'a will to pursue reform, and a strong political 
constituency is pushing hard for it. 

` On trade questions, in contrast, the Obama ad- 
ministration has been notably indifferent. Trade is 
much lower on-the policy agenda than immigra- 
tion, and is particularly sensitive with unions, an 
important Democratic Party constituency. To date, 

there is no indication the US: Congress will soon 
approve’ a pending trade pact with Panama and 
particularly a more controversial deal with-Co- 
lombia. The Free Trade Area of the Americas—the 
chief hemispheric goal that emerged from the first 
Summit of the Americas in 1994—is essentially 
moribund, with weak support in Washington and 
most Latin American capitals. 


TEMPERING EXPECTATIONS 
Then-President Bill Clinton presided over that 
first summit, which was held in Miami, and which 
reflected considerable opti- 
mism for hemispheric co- 
operation. But Clinton also 
presided over the approval 
- of a $1.3 billion counter- 
narcotics: assistance pack- 
age in 2000, known.as Plan 
Colombia. Whatever that 





pending Senate approval, 
be established to review Washington's current. an- 
tidrug approach and come up with recommenda- 
tions for a more effective policy. Such a serious 
policy review is likely to be welcomed throughout 
Latin. America, where a special regional commis- 
sion headed by former presidents Fernando Heén- 
rique Cardoso (Brazil), Ernesto Zedillo (Mexico), 
and César Gaviria (Colombia) has highlighted the 
drug trade's detrimental effect on the rule of law 
and democratic governance. l e 

On two other matters of great concern in Latin 
America—immigration and trade—the Obama ad- 
ministration has moved slowly, if at all. Both issues 
` are politically contentious and risky to handle. 
Obama and: the Democrat-controlled Congress 
have signaled, however, that they plan to under- 
take comprehensive immigration reform in 2010. 

The ‘Hispanic congressional caucus in particu- 
lar has applied enormous pressure on the adminis- 
tration to fix a broken and irrational immigration 
system, and’ to-regularize the status of an estimated 
12 million ‘undocumented workers in the United 





programs merits, it was 
fitndemen tally bilateral and it heavily emphasized 
security assistance. Predictably, it was harshly de- 
nounced and wildly unpopular throughout Latin 
America. Clintoni, though, somehow managed to 
escape criticism in the region for what was regard- 
ed.as a misguided effort: 

Obama may face a similar challenge in’ Latin 
America.;While he-is likely to remain an enor- 
mously: popular and appealing figure, US policies 
will continue to attract ‘criticism in the region, es- 
pecially in the absence of a clear, strategic concept 
guiding future decisions. The.costs of the Hondu- 
ras crisis and the US-Colombia base agreement re- 
sulted from an abiding mix of intermittent policy 
attention, failure to consult widely, and inability to 
take fully into account Latin American concerns 
and sensibilities. « a 

This is not to’ say that more “effective soll 
management and deeper understanding of the re- 
gion would necessarily yield policy corivergence. 
On the contrary, what is most instructive about 
the. various episodes in US-Latin American rela- 


tions during Obama’s first year in office is the ex- 
tent to which sharply contrasting political realities 
and constraints render cooperation on a range of 


issues much, more difficult. The fundamental task, 


is to minimize unnecessary irritations and to iden- 
tify which of the political realities are most worthy 
of substantial investment of diplomatic and eco- 
nomic resources. 

In this regard, the devastating earthquake in 
Haiti on January 12, 2010—described by former 


. President Clinton as “one of the great humanitar- 


ian emergencies in the history of the Americas”— 
presented a particularly. compelling need and 
opportunity for high levels of US commitment, 
combined with regional collaboration. Although 
Haiti, the Western Hemisphere’s poorest country, 
has long been neglected and has not fit easily in 
any subregional group, it nonetheless illustrates 


‘the possibilities for effective multilateralism. The 


presence of 7,000 peacekeepers serving with a 
seven-yeat-old United Nations mission—includ- 
ing significant and varied Latin American repre- 
sentation, led by Brazil—had already marked a 
step forward in redressing Haiti's traditional isola- 


tion from collective hemispheric endeavors. 


“ The Obama .administration’s notably swift 
and forceful response to .the Haiti. tragedy, and 
its interest in working in concert with Latin 
American neighbors, could help the United States 
recover. some lost ground in inter-American rela- 
tions this year, and could replenish a mea- 
sure of goodwill with countries: such as Brazil. 
Washington's response also serves as a reminder 
that, under some circumstances—and despite the 
recent emergence of exclusively Latin American 


 groupings—the: United States. is uniquely suited 
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and well-positioned to play a significant role 
in addressing critical regional ee and 
advancing shared interests. ; 

Nonetheless, it is important not to overstate 
the possible effects. of the Haiti calamity for im- 
proving US—Latin American relations. Indeed, 
what was most striking about an ALBA meet- 
ing held in Havana in mid-December was that 
ithe pronouncements that came out of it about 
Obama were barely distinguishable from those 
aimed at Bush in preceding: years. Chavez read 
a note from Fidel Castro, who had previously 
praised.Obama, now saying:“empire is on the of- 
ferisive again. . . . under the friendly smile and 
‘African-American face of Barack Obama.” Such 
language may not predict behavior; and it should 
not stop the Obama administration from looking 
for ways to engage ALBA members.. But it does 
offer a dose of realism about what can be reason- 
ably expected from a set of porerna led. by 
Chávez and his allies. ' 

« The continuing irritations in Eins between 
the United States and Latin -America make it all the 
more urgent that the Obama administration exten- 
sively consult with and even more deeply engage the 
most significant and largely friendly governments 
in the region, such as Brazil, Mexico, Chile, Colom- 
bia, and Peru—as well as some select nations like El 
Salvador and the Dominican’ Republic in too often 
overlooked Central America and the Caribbean. 

Bolstering such ties and offering concrete reas- 
surances of genuine partnership should be at the 
top of Washington's agenda in the ‘Americas. The 
critical challenge is to pursue priorities of mutual 
interest and to avoid fueling polarization and get- 
ting sidetracked E 


PONY = a aes ae 


vA 


“Latin Aena is witnessing an rilo tonak pattern of presidents pum. : 


e 


LOE 


ing ihe constitutional framework to, sek additional terms in office:? 


IAS 
CE 





rpa 


The Return ‘of Continuismo? 


_ SHELLEY A. MCCONNELL 


olitical struggles errant eer 

term limits have reemerged over the past 

year in Latin America..These struggles show 
that the region's institutional rules of democracy 
are still in flux. They also are raising fears that Latin 
America may witness a return to-“continuismo”—a 
past tendency of some presidents to extend their 
stay in office through constitutional change, elec- 
toral fraud, or force. 

‘In the 1980s and 1990s, Latin Kisera coun- 
tries undergoing transitions to democracy after 
two decades of authoritarian rule.designed their 
constitutions to prevent a return. to dictatorship. 
The central aim was to assure military subordina- 
tion to elected civilian leaders and prevent armed 
overthrow of still-fragile demòcratic governments: 
However, Latin Americans:were also conscious'of 
the region's history of continuismo. 

Countries returning to democracy therefore 
revived constitutional constraints on presidential 
reelection that had been developed under prior 
periods of democratic governance. These provi- 
sions either limited. presidents to a single term in 
office or prohibited consecutive election, oblig- 
ing presidents to step down for one or two terms 
before seeking office again. Countries without 
past democratic experience adopted similar pre- 
cautions, and longstanding democracies already 
had them. 

In subsequent years, such limits were in some 
cases loosened and immediate reelection to a 
second presidential term became common. This 
seemed like good news. Publics. rewarded presi- 
dents who governed well by- allowing them to 
continue serving. Argentina, Brazil, Colombia, the 
Dominican Republic, Peru, and Venezuela—and 
more recently Bolivia and Ecuador—all amended 
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their constitutions to allow presidents to seek-im- 
mediate reelection to one additional term. Chile, 
Costa Rica, El Salvador, Nicaragua, Panama, and 
Uruguay required an interval of at least one presi- 
dential term before a leader could seek reelection, 
and in some cases also imposed a two-term limit. 
Guatemala, Honduras, Mexico, and Peasy re- 
tained prohibitions on reelection. 

Some presidents tried to evade the limits, “but 
these efforts generally failed. In 2000;-the Peruvian 
legislature interpreted President Alberto Fujimori’s 
bid for a third. term as legal because it was to be 
only his:second term under the 1993 constitution, 
but soon afterwards his government’s bribery of 
legislators was exposed and he was forced to resign 
anyway: In Argentina, two-term president Carlos 
Menem wanted to run for an immediate third 
term, but the courts ruled his proposed candidacy 
unconstitutional. 

‘In ..2009, however wrangling over: presiden- 
tial term limits resumed. In Venezuela; President 
Hugo Chavez championed a referendum that 
erased*the term limits his own government had 
enacted. In Nicaragua, the Constitutional Cham- 
ber of the Supreme Court of Justice struck down 
limits on presidential reelection, allowing Daniel 
Ortega to seek an additional term in 2011 imme- 
diately following his current term; it would be his 
third term overall. 

The trend is not confined to leftist leaders. The 
Colombian legislature last year authorized a refer- 
endum to decide whether to amend the constitu- 
tion to permit immediate reelection of a president 
serving his second term. If the judiciary allows the 
referendum to be held, its passage would permit 
President Alvaro Uribe to run for a third term in 
2010. In addition, Dominican Republic President 
Leonel Fernandez, already in his third term over- 
all, negotiated a constitutional amendment allow- 
ing him to run again, albeit only after he spends a 
term out of office. 


-It is not immediately obvious whether the re- 
laxation of presidential term limits will spread, but 
Latin American countries historically have looked 
to one another for political precedents. The Or- 
ganization of American States (OAS), which since 
1990 has taken a leading role in protecting demo- 
cratic governance in the Western Hemisphere, has 
raised no objection to the constitutional changes. 
In any case, to understand the possible conse- 
quences for democracy, one needs to-distinguish 
among the ways that these constitutional amend- 
‘ments have proceeded in different countries. 


VENEZUELANS: VOTE—AGAIN . 
: After Chavez's initial victory at the polls in 1998, 


Venezuela held an almost continuous series of ref-. 


erendums and elections, centering-politics around 
the president's relationship with the electorate. 
His government moved quickly to bring prom- 
.. ised.change, enacting a new constitution through 
an elected constituent assembly dominated by 
Chavez’s supporters. In a break with Venezuela's 
_ past practice of allowing presidents reelection only 
after'a 10-year. period out of 
office, the 1999 constitution 
permitted immediate reelec- 
tion' to a second term and 
simultaneously lengthened 
the presidential term to six 


' New ‘elections were held 





Where sitting presidents are willing 
. to bend the law.to secure expanded 
reelection rights, they may ‘not 
years. . flinch at tampering with elections. 
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well as the president would win expanded reelec- 
tion rights. ‘This: change garnered support for the 
measure from politicians across the country. my 
in turn helped mobilize-the “yes” vote. 

-The legality of the referendum’s timing was con- 
tested. Opponents argued that.the proposition was 
not substantively different from the one rejected in 
2007, and so could not legally have been brought 
before the public again within the same presiden- 
tial term. However, because opposition parties had 
boycotted the 2005 legislative elections, claim- 
ing the campaign conditions were: not fair, they 
held no seats in the National Assembly and could 
not block the proposed change. Legislators from 
Chavez's party predictably authorized the referen- 
dum. Voters approved it by a comfortable margin, 
with 6.3 million in favor and 5.2: million against. 

This public process imbued the outcome with . 
substantial legitimacy, but deep: political polariza- 
tion has meant that critics of Chavez's “twenty-first- 
century ‘socialism”: equate indefinite reelection 
with the end- of: democracy. Proponents respond 
that the public retains the right to vote Chavez 
out; indefinite réelection 
is not dictatorship as long 
as Venezuela’s elections are 
free and fair, witha secret 
ballot and an honest-count. 
This binds the question of 
democracy’s’ future firmly 
to'the quality of elections, 








in 2000 and Chavez won 

his -first six-year term. After surviving a coup at- 
tempt and a recall referendum, the president rode 
high oil prices to a 63 percent reelection victory 
in 2006. 

The following year, Venezuela held a refer- 
endum on a broad set of constitutional changes 
proposed by the president and authorized by the 
legislature. These included lifting all limits on 
presidential reelection. In what seemed like a pub- 
lic-rebuke of Chavez's charismatic authority and 
transformational agenda, some 3 million of his 
past supporters stayed away from the polls and the 
referendum lost by a margin of 1.4 percent. 

. Yet just 14 months later, in February 2009, 
Chavez put forward another. proposal for indefi- 
nite reelection, and this time it passed. Analysis 
of this referendum suggests that it succeeded in 
part because of lavish public spending in advance 
of the vote and government dominance of the me- 
dia, and also because the referendum question had 
been restructured so.that governors and mayors as 





- which: already ‘have been a 
matter of concern because of Chavez's dominance 
of the electoral branch of the government. 


NICARAGUA’S “JUDICIAL COUP” 

Ortega governed Nicaragua from 1979 to 1990, 
first as the leader of a revolutionary junta, and af- 
ter 1984 as the elected president. He was defeated 
at the polls in 1990, and again in 1996 and 2001, 
but his party consistently won-about 40 percent 
of the vote. In 2000, Ortega was able to negotiate 
an interparty agreement to reform the constitution 
so that presidents could be elected with just 35 
percent of the vote if the candidate had a 5 percent 
lead over all others. Using this rule, he regained 
the presidency with a 38 percent plurality in 2006. 

Two years into his second term, Ortega’s Sand- 
inista National Liberation Front (FSLN) party be- 
gan sounding out the legislature about removing 
limits on presidential reelection. A 1995 consti- 
tutional‘amendment had set a‘ two-term limit for 
the presidency and prohibited immediate reelec- 
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tion. Lawmakers could undertake constitutional 
changes only with a 60 percent vote, which meant 
the FSLN would need 56 of the 92-votes in the leg- 
islature to alter the reelection rules. However, the 
party had only 38 seats, and it was unable to mus- 
ter support from opposition parties: 

In the fall of 2009, Ortega and a group of 109 
mayors challenged the legality of the two-term 
limit and the prohibition on immediate reelec- 
tion of the president, together with electoral limits 
on the vice president and mayors. They first took 
their complaint to Nicaragua’s Supreme Electoral 
Council, a: fourth branch of government coequal 
to the Supreme Court, with the authority to decide 
electoral matters. That body promptly demurred, 
ruling that it was not empowered to decide theis- 
sue. The president and mayors then sought an in- 

_junction in the courts, claiming that the limits on 
reelection violated the constitutional principle of 
nondiscrimination before the law. 


Justice proved unusually speedy in this affair. - 


Within three days, the injunction passed through 
the Managua Court of Appeals, was accepted for 
consideration. by the Su-. 
preme Court's Constitu- 
tional Chamber, and was , 
ruled upon. The Consti- 
tutional Chamber ruling 
found in favor of the. com- 





Precedents have been set that might 
serve as a rationale for.other countries 
to soften reelection constraints. 


from their own party. As a result, the ruling was 
issued entirely by Sandinista supporters.. 

The Liberal ;justices then ‘filed a communiqué 
rejecting the ruling. They. claimed that the session 
of the Constitutional Chamber had been improp- 
erly formed, and that the Sandinista justices had 
usurped the role of the National Assembly and leg- 
islated from the bench. They denounced the ruling 
as the product of.a conspiracy, calling it a “judi- 
cial coup”. against the constitution. But they were 
powerless to overturn it. By contrast, the Supreme 
Electoral Council quickly accepted the ruling and 
announced it was “etched in stone.” 

The constitutional :change was firmly rejected 
in the court of public opinion. Nicaragua had had 
a revolution in 1979 to overthrow a president who 


_ practiced continuismo, and there was bitter irony 


in seeing the revolutionary party head down that 
path. The Constitutional Chamber's ruling was 
particularly disturbing in light of allegations of 
widespread fraud in the 2008 municipal elections, 
which generated public uncertainty. concerning 
the governing partys willingness to hold a fraud- _ 
free presidential election in 
2011. In.a rare display of 
unity, all four opposition 
parties, the two most in- 
fluential business associa- 
tions, the Catholic Church, 





plaint, arguing that consti- . 
tutional Article 147, limit- 
ing reelection based on one’s job, was s void because 
it contradicted the principle of nondiscrimination 
in the constitution’s preamble and the guarantee of 
equality before the law in Article 27. 

The ruling prepared an anticipatory defense 
against foreign criticism by citing international 
human rights covenants that uphold the right to 
seek office. However, that right has never been ab- 
solute, and the Chamber left intact language with- 
in Nicaragua's constitution that limits presidential 
candidacy on the basis of age, familial relationship 
to the president, and criminal record. 

The. problems .with this process were legion. 
Since 2000, the Supreme Court had been composed 
of 16 members, half appointed from the FSLN and 
the other half-from the Liberal party. Its Constitu- 
tional Chamber is composed of six Supreme Court 
justices, including both Sandinistas and Liberals. 
Oddly, the Liberal members did not attend the off- 
hours session to decide.this case, and later claimed 
they were not notified of it. To fill the empty seats, 
the FSLN appointees called up substitute justices 





and a score of civil society 
‘organizations denounced 
the constitutional epange: ; 
COLOMBIA’S TAILORED TINKERING 

‘Colombia represents a case of constitutional 
amendment by legislative acquiescence. As Uribe 
in 2009 began the final year of his second term 
as Colombia's president, he enjoyed stunning ap- 
proval ratings from a public grateful for the tan- 
gible improvements his policies had made in per- 
sonal security. A Gallup poll .conducted in July 
2009 showed 68 percent of respondents approving 
of Uribe’s performance, and 58 percent said they 
thought Uribe should be allowed to run for a third 
term in 2010.. 

A drive by Uribe’ supporters to collect signa- 
tures initiated legislative consideration of a refer- 
endum on whether to permit second-term presi- 
dents to seek consecutive reelection. This would 
not be the first constitutional change tailor-made 
to facilitate Uribe’s career; in 2005, the Colombian 
legislature amended the constitution to allow him 
to seek reelection to a consecutive term. 


- .In May 2009, the Colombian Senate approved 
the proposal: The lower house followed suit, but 
with a different version, creating a delay while a 
special committee reconciled the two texts. In Au- 
gust, the Senate approved the amendment with 56 
votes in favor, and in early November the House 
passed it with 85 votes in favor to just 5 against. 
However, an opposition boycott of the-vote in the 
. Senate and 76 abstentions in the House showed 
that the issue was politically divisive. Given Uribe’s 
popularity, congressmen who voted against the 
third term risked offending their constituents and 
. losing their seats in legislative elections scheduled 

for March 2010. As a result, many absented them- 

selves or abstained rather than directly opposing 
_ the amendment. 
The proposal was then sent-to the Constitu- 
tional Court, which was not expected to complete 
its review until February 2010. There would then 
be only a narrow window in which to-hold the 
_referendum before the May presidential election. 

As 2009 came to an end, time was against Uribe; 
‘a-worsening economy and a corruption scandal 
_ were slowly sapping his support. Meanwhile, elec- 
tion authorities found that donors to the signature 
_ drive had exceeded allowed financial limits, put- 
ting the legality of the entire amendment process 
in doubt. The election authorities’ judgment was 
not binding, but the Constitutional Court, known 
for its independence, was expected to take it into 
. account. Speculation rose that the amendment 
might not survive judicial scrutiny. 

If the: referendum is held, one-quarter of reg- 
istered voters’ will have to cast ballots for it to be 
considered valid. If turnout is low, Uribe might 
obtain a majority but still be unable to run for 
reelection. Colombia prides itself on being South 
America’s oldest continually operating democ- 
racy, and even citizens. who have supported 
Uribe might consider the amendment unwise. 
' Should he win a third term, he would be posi- 
tioned to make new high court appointments 
and dominate the judiciary. That would further 
erode checks and balances in a country where 
presidential powers are already considerable, and 
where the state: has come under criticism for hu- 
man rights violations. 

: Sizeable segments of the press and the intelli- 
gentsia in Colombia oppose the proposed change. 
For his part, Uribe has:been cagey, refusing to be 
pinned down on whether he would: run ‘if doing 
so were legal. Certainly his government's staunch 


support for the referendum implies that he hopes _ 
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to.. Meanwhile, his refusal categorically to rule out 
another run has made it difficult for his supporters 
to rally around an alternative candidate. 


THE DOMINICAN PARTY PACT 

In October 2009, the Dominican. Republic 
amended more than 40 articles of its constitution. 
Two issues—a prohibition on-abortion and altera- 
tion of citizenship rights—dominated the media 
spotlight. The amendment of provisions for presi- 
dential reelection was less controversial because, 
while it removed term limits, it also prohibited ` 
consecutive election. 

For much of the twentieth ‘century, the Domini- 
can Republic was governed by strongmen who 
held the presidency for extended periods. A crisis 
due.to.alleged electoral fraud in 1994 was resolved 
via an interparty agreement to amend the constitu- 
tion. Under the new legal framework, presidents 
could be reelected to any number of four-year 
terms as long as they stepped aside for at least one 
term between their periods in office. — 

In:2002, the constitution was amended to allow 
a sitting president. to seek immediate reelection 
one time. Whereas other Latin American presi- 
dents who changed constitutional rules to stand 
for reelection met with success at the polls, Presi- 
dent Hipólito Mejia lost his 2004 reelection bid to 
Leonel Fernandez, who: had first served as presi- 
dent from 1996 to 2000. In 2008, Fernandez was 
able to’ take advantage of Mejías constitutional 
change to seek immediate reelection, and won a 
third term as president. He was then ineligible to 
run again. 

- The 2009 amendments ` drafted by President 
Fernández returned the Dominican Republic to 
the provisions of the 1994 constitution, which al- 
lowed an unlimited number of presidential terms 
as long as there was-a pause between ‘each one. 
This meant that, although Fernandez would be 
obliged to step down as‘scheduled in’ 2012, he 
would be eligible to run for a fourth presidential 
term in 2016 or thereafter. The'2009 amendments 
underwent substantial legislative scrutiny before 
being passed in September. 

Public concern was allayed because Fernandez 
did not concoct an amendment that would permit 
him to seek immediate reelection to a fourth term, 
but instead returned the Dominican Republic to 
a prior presidential reelection rule that had en- 
joyed widespread legitimacy. Moreover; Fernandez 
forged ‘consensus on the 2009 draft with the main 
opposition leader, Miguel Vargas Maldonado, and 


Ha sis 
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- consulted the island’s third party ‘as well. Legisla- 
tive support was consequently strong, with 122 
voting in favor to just 14 against. _. 

The absence of a requirement for public ratifica- 
tion of constitutional amendments, while not un- 

usual in Latin America, meant that the process was 
` top-down, controlled from start to finish by those 
in power. Ordinary, citizens had no opportunity to 
vote to retain term limits. 

The interparty consensus-building behind the 
Dominican Republics amendments should not 
be assumed to stem solely from a commitment to 
democratic principles and respect.for the oppo- 
sition..A less generous interpretation might con- 
strue the constitutional change as.a pact meant to 
perpetuate the two leaders’ dominance of their re- 
spective parties and give Fernández another shot 
at the presidency. Absent a.cap on the total number 
of terms any one person may serve, former presi- 
dents have an. incentive to block would-be succes- 
sors and entrench themselves as their party’s pe- 
rennial candidate. Doing this impedes the entry of 
fresh faces and ideas into the political-system, and 
reduces democracy within parties. 


THE CHALLENGE TO DEMOCRACY . 

The Venezuelan and Nicaraguan decisions to 
permit indefinite reelection of presidents, the Co- 
lombian legislature’s approval of a referendum per- 
mitting a second-term president to seek immediate 
reelection, and the Dominican Republic’s enabling 
of its president to seek a fourth term marked 2009 
as the year in which prospects for continuismo re- 
appeared on the region’s horizon. Latin America 
is witnessing an all-too-familiar pattern’ of presi- 
dents’ manipulating the constitutional framework 
to seek additional terms in office. Although the 
cases we have seen are not yet sufficient to estab- 
lish a trend, precedents have been set that might 
serve as a rationale for other Latin American.coun- 
tries to soften reelection constraints. 

Such changes ‘could easily exacerbate Latin 
America’s hyper-presidentialism, in which the 
presidency tends to dominate other branches of 
government. Where institutional checks and bal- 
ances are.weak, elections could become the only 
means to-hold presidents accountable, exposing 
election authorities to enormous ‘political pres- 
sure. Indeed, the danger of such a slippery slope 
heightened concerns in Honduras about President 
Manuel Zelaya’s alleged interest in relaxing consti- 
tutional limits on reelection, and these concerns 
helped trigger a military coup that suspended de- 


mocracy there in June 2009. The Venezuelan ref- 
erendum approving indefinite presidential -reelec- 
tion, held just four months earlier, loomed large as 
a. precedent. .It shaded ‘interpretations of Zelaya’s 
warm relations with Chavez and raised the per- 
ceived stakes of preserving Honduras’s prohibition 
on reelection. 

. The recent: constitutional ‘changes to presiden- 
tial reelection rules have occurred in a context of 
regional support for democracy, ata time when 
new instruments for. the collective protection of 
democracy have been developed. The most com-. 
prehensive of these is the Inter-American Demo- 
cratic Charter, which was signed in 2001. by all 34 
countries in the OAS. This accord, which defines 
democracy and empowers the OAS to assist mem- 
bers-whose democracy is eroding, was developed 
to prevent a repetition of Peruvian President Fu- . 
jimori’s “slow motion coup” in: 2000, in which he 
dismantled the checks and balances in government 
to seek a third term as president. Nonetheless, the 
Democratic Charter has not deterred experimenta- 
tion with third and fourth terms or even indefinite 
reelection, because these do not violate the defini- 
tion of democracy articulated in the Democratic ` 
Charter's Articles 3 and 4. 

Part of the dilemma may be that the OAS mem- 
bership roster includes Canada and the English- 
speaking Caribbean states, which have parliamen- 
tary systems. In a parliamentary system there is no 
cap on the number of terms a prime minister can 
serve. If a political. party holds the majority in the 
legislature, its leader becomes prime minister, so 
turnover in the executive branch depends more.on 
internal party politics and voter support for politi- 
cal parties than on any constitutional limits. Thus, 
for example, Jamaican Prime Minister PJ. Patter- 
son served from 1992 to 2006, inheriting the post 
that his party had won under Michael Manley and 
then winning. three elections! . . 

Such systems give the parliament the ability to 
hold a vote of no confidence that can force.a prime 
minister to call new elections. But they draw on 
a democratic political culture, as much as checks 
and balances; to prevent abuse of power, since 


British colonialism inculcated different values and 


customs from those bequeathed by the Iberian co- 
lonial experience. Absent term limits of their own, 
Caribbean-members of the OAS may be reluctant to 
criticize their. Latin American counterparts whose 
presidents seek extended reelection; the inevitable 
comparisons might leave them,vulnerable to ac- 
cusations of hypocrisy. 


.. While it might seem reasonable to consider 
Colombia’s proposed three terms and the alter- 
. nation model in the Dominican Republic as less 
troubling for democracy than the unlimited re- 
election now permitted in Venezuela.and Nica- 
ragua, any OAS evaluation of these amendments 
based on their content is a political non-starter. 
Member states rarely criticize one another on 
matters of internal politics.: The principle of sov- 
ereignty grounds the organization's every move, a 
reaction to a long and difficult RT of US inter- 
vention in the region. - 

Moreover, Washingtons ongoing TEE 
confrontation with some leftist presidents in Latin 
‘America makes voicing bilateral objections to the 
. recent constitutional changes in Venezuela -and 
Nicaragua a prickly business. No Latin American 
leader wants to appear to back US meddling in a 
sister republic. For its part, the United. States has 
criticized. Chavez and-Ortega for removing limits 
on reelection, and has discouraged Uribe from 
seeking a third term—but if Colompia passes 
the proposed: referendum i . : 
and Uribe wins reelection 
again, the United States 
will not likely cool rela- 
tions with a right-wing 
president who is an ally in 
the fight against drugs and 
terrorism. 


APPLYING THE DEMOCRATIC CHARTER 

Meanwhile, the primary instrument for prevent- 
ing democratic erosion in the hemisphere—the 
- Inter-American Democratic Charter—is ill-suited 
to framing or even informing political struggles over 
institutional rules for presidential reelection. The 
‘specifications for democracy in the Charter call for 
periodic, free, and fair elections held with univer- 
sal suffrage and a secret ballot. However, the docu- 
ment does not draw lessons from past.experience 
with continuismo, nor is it intended to endorse any 
specific constitutional design or best practices. The 
Democratic Charter is therefore silent on whether 
lengthy presidencies would be likely to compromise 
elements of democracy it deems “essential,” such as 
“the separation of powers and independence of the 
branches of government.” 

Even if it were advisable for the Democratic 
Charter to offer guidelines or to identify a range 
of appropriate democratic practices, amendment 
‘of the Charter to address this matter is unlikely. 

Indeed, opening the text for discussion would 





Critics of Chavez's “twenty-first- 
century socialism” equate indefinite 
reelection with the end of democracy. 
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probably. weaken rather than strengthen it—the 
regional consensus on liberal representative de- 
mocracy is more fragile now than it was when the 
document was signed in 2001. 

The Democratic Charter may nonetheless prove 
useful. No presidents popularity lasts forever. 
Sooner or later, a president seeking to stay in office 
will face the choice of rigging the vote or stepping 
down. And the Charter allows for suspending ‘the 
OAS membership of any state.whose leaders do not 
come to power democratically. The organization’s 
willingness to use this sanction was illustrated by 
its suspension of Honduras’s membership in the 
wake of the June 2009 coup d'état.. : 

The Democratic Charter also endorses the ile 
of law; therefore, distinguishing among countries 
in terms of the legality of their- constitutional 
amendment processes is essential. The party collu- 
sion in the Dominican Republic. may be viewed as 
thoughtful! consensus-building or as an.elite pact 
to ‘provide President Fernandez with a route to a 
fourth term in office. Either way, the constitution- 
al change was made legally. 

In.Colombia, the path to 
constitutional change: has 
followed. pre-established 
procedures and allowed 
scrutiny from both the leg- 
islature and the Constitu- 
tional Court. The boycott 

of the vote in the Senate and mass abstentions 
in the lower house. may have detracted from the 
amendment’s perceived legitimacy, but they did 
not affect its legality. The signature collection pro- 
cess violated political finance regulations, but in 
Latin America such transgressions are rarely con-’ 
sidered serious enough to void electoral outcomes 
or jeopardize a popular president. 

With respect to the cases of indefinite reelec- 
tion—cases that pose a more imminent prospect 
of empowering a president to govern for life—the 
constitutional changes in Venezuela and Nicara- 
gua are markedly different. The Venezuelan pro- 
cess arguably violated restrictions on introducing 
a referendum proposal twice in the same presi- 
dential term, and it did so in a context where the 
presidents willingness to be constrained by law 
was already questionable. However, the referen- 
dum was properly authorized by the legislature, 
and.the public approved it in a clean vote with a 
decisive margin. 

By contrast, Nicaragua's partisan manipulation 
of the Supreme Ccurt was not accepted as legal by 
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opposition justices. Indeed, they provided the OAS 
with possible grounds ‘for launching an inquiry 
by proclaiming that the Constitutional Chamber's 
revocation of term limits represented a rupture 
of Nicaragua’s democratic and institutional or- 
der. That language echoed Article 20 of the Inter- 
American Democratic Charter, which states that 
an unconstitutional rupture of the constitutional 
order in a member state is cause for OAS diplo- 
matic action with or. without an invitation from 
the government in question. 

Despite Ortega’s good record of accepting Aetea 
in past presidential races, the. partisan nature of 
the Constitutional Chamber's. decision has given 
rise to-concerns that,the governing party may not 
be averse to distorting electoral rules to favor ‘his 
Teee Hon in 2011. 


WILL HISTORY REPEAT? ee 

Whether or not the erosion of presidential term 
limits will spread to'additional countries is uncer- 
tain. The legislative vote in Colombia, the judicial 
process in Nicaragua, and the referendum in Ven- 
ezuela have all revealed deep political -divisions 
regarding the relaxation of term limits, and vot- 


ers-elsewhere-may reject such changes if given the 
chance to do.so through a ratification procedure. 
Leaders, too, may choose to retain electoral lim- 
its even when the leaders enjoy continuing public 
support—as-in Brazil, where President Luiz Inacio 
Lula.da Silva will leave office on January 1, 2011, 

when his second term expires. Judging by the cur- 
rent cases, reelection limits are more likely to be 
eased where presidents are relatively powerful and 
the institutions that constrain them are concomi- 
tantly weak. . 

If similar initiatives arise~elsewhere to extend 
the number of presidential terms allowed, whether 
they are consecutive or not; constitutional amend- 
ment processes will béar watching. Where sitting 
presidents are willing to bend the law to secure 
expanded reelection rights, they. may not flinch at 
tampering with elections. There is a role for the OAS 
in reporting on deterioration of the rule of law. and 
monitoring elections to prevent fraud. Ideally, such 
measures will not be needed; in and of itself, repeat- 
ed reelection is not: undemocratic. Nonetheless, for 
those conscious of Latin America’s political history, 
there is understandable concern that the seeds of 
continuismo may have been replanted. | 
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Perilous Times for Latin America 


- THEODORE J. PICCONE 


` fair share of economic crises, but the 
global recession of 2008-2009 was sup- 
posed to be different. Because this crisis was 
triggered not by fiscal mismanagement in Latin 
America but by a combination of risky lending 
and lax regulation in the United States, some 
experts and politicians in the region proclaimed 
it a moment of “de-linkage” from the North. Yet 
early predictions of a soft landing—following a 
six-year economic bonanza for the region, which 
was largely driven by China's thirst for natural 
resources—proved incorrect. l 


J] atin America has suffered more than its 


Indeed, the prognosticators’ pendulum has 


now swung in the opposite direction. We hear 
warnings about a long, slow, painful recovery 
in many of. the region's nations. Reductions in 
poverty, unemployment, and inequality are. not 


expected to be achieved until long after econom-- 


ic growth returns. Many expect to see populist, 
autocratic leaders once again pushing protec- 
tionism and resource nationalism. 

In reality, though, Latin America is likely to 
muddle through the current. economic turbu- 
lence. The bigger story in the region is an unfold- 
ing, longer-term crisis of democracy. 

First, the required caveat: Latin America and 
the Caribbean form a diverse region that is 
increasingly divided along a number of subre- 
gional and ideological lines. Mexico, Central 
America, and the Caribbean, with their higher 
dependence on the North American economy 
and on immigrant remittances, are experiencing 
more serious effects from the recession than are 
other areas. The volatile Andean region is torn 
` between the Bolivarian ambitions of Venezuelan 
President Hugo Chavez and the democratic 
security message ‘of Colombian President Alvaro 
Uribe. The Southern Cone, led by Brazil, is flex- 
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ing its muscles in the Group of 20 and diversi- 
fying its trade and political relations with Asia, 
Europe, Africa, and even Iran. 

Regional integration by most accounts is dead, 
notwithstanding Brazil's effort to establish a Union 
of South American Nations. Old tensions between 
neighbors are apparent again as talk of arms races 
gets louder. 

Before the recession hit, different countries 
varied in their fiscal, trade, and debt situations. 
As a result, some will return to growth faster 
than others. States that before the crisis accu- 
mulated capital reserves and kept their spend- 
ing in check, such as Chile and Brazil, have 
been able to carry out countercyclical spending 
policies. These policies include further invest- 
ments in the social safety net, which will, at a 
minimum, soften the impact of the crisis on the 
poorest. States in a weaker fiscal position, such 
as Venezuela and Mexico, are in for a much 
tougher ride. l 


POLITICS IS BACK l l 

One direct political consequence of the global 
recession is that it has driven the final nail 
in the coffin of the neoliberal “Washington 
Consensus.” What will take its place remains to 
be seen, but certainly Latin America’s leaders are 
looking to reassert the state’s role in regulating 
economic affairs. 

As former Chilean President eae Lagos 
put it at a recent Club of Madrid gathering on 
the political implications of the economic crisis, 
“Politics is back.” And given the weakness of 
governments in the region, a consensus in favor 
of strengthening the state would on balance be a 
good thing. But will a stronger state be more or 
less democratic? 

The answer depends largely on how lead- 
ers tackle longstanding structural challenges 
that have burdened the region with the world’s 
highest rates of inequality and public insecurity. 
Latin America’s persistent dependence on natural 
resource extraction and exports, reinforced by 
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China’s thirst for raw materials, means that the 
region will remain highly vulnerable to boom- 
and-bust cycles and external shocks. At the same 
time, continuing underinvestment in education, 
infrastructure, public services, and technology 


means that Latin ‘America will fall further behind © 


other regions in the global race for comparative 
advantage. 

At the crux of these problems is that Latin 
America’s economies are notoriously illicit and 
under-taxed, which leaves governments with- 
out the fiscal resources necessary to invest in a 
brighter future. Unless today’s political leaders, 
and the special interests that support them, are 
willing to come to terms with the need to pay 
taxes, Latin America is doomed to’ remain a 
second-tier region. 

A related economic and political challenge 
facing the region is tespect for the rule of law. 
To attract private investment in today’s competi- 
tive global market, states must maintain judicial 
systems and police ; institutions that are capable 
of protecting citizens’ ; 
and enterprises. While 
some progress in this 
arena has been made— 
witness the impres- 
sive prosecutions of 
former presidents and 
other senior officials 


_ Latin America is likely to muddle 
through the current economic turbulence. 
The bigger story in the region is an 
unfolding, longer-term crisis of democracy. 


` their societies on a more sustainable and equitable 


growth path, even at the risk that they serve just 
one term? Does democracy, as it is now practiced 
in Latin America, allow a longer-term perspec- 


- tive? Or will the region’s politicians be jarred into 


action only by another crisis? 

While some of Latin America’s democratization 
trends are positive—free elections, alternation of 
power, burgeoning civil society, and independent 
media are evident across the region—the under- 
lying patterns of strong-man rule, elite control, 
corruption, and weak civic education still pre- 
dominate. f 

To make matters worse, illicit networks such 
as those centered around drug trafficking are, 
in a vicious cycle of illegality, increasingly con- 
taminating political and judicial systems in the 
region. These developments do not bode well for 
building consensus within nations around long- 
term goals. 

The economic crisis if anything has exacer- 
bated the difficulties involved in reaching such 
a consensus. Painful 
cuts in public services, 
and ‘increasing crime 
and social tensions, 
have made coalition 
building all the more 
challenging. This in 
turn has increased the 





on graft and human 

rights charges in Peru, Costa Rica, Chile, and 
Argentina—corruption remains a serious drag on 
the region’s political economy. Trust in the social 
contract is frayed, and this leads small and large 
businesses alike to evade paying taxes whenever 
possible. aon l 


SHORT TERM, LONG TERM 

Every crisis has a silver lining—at least to 
the extent that crises can compel a fundamental 
rethinking of polićy and facilitate progress toward 
achieving much-needed reforms. So perhaps the 
current crisis will prompt Latin American politi- 
cal leaders to make some hard decisions: Do they 
raise taxes, redistribute income, and invest in 
high-quality education and other public goods? 
Or do they borrow from the future by incurring 
new debt and relying on the usual export-led 
economic model, which seems only to reinforce 
chronic underdevelopment? 

In essence, do they govern for short-term polit- 
ical gain, or with a long-term view toward putting 


chances that populist 
and nationalist appeals to voters will succeed i ina 
number of Latin American countries. 

- A proliferation of cross-border rivalries and of 
full-throated attacks against old enémies (Ecuador- 
Colombia, Peru-Chile, Venezuela-Colombia, 
Argentina-Uruguay, for example) demonstrates 
the tendency of politicans to change the subject 
when economic times turn sour. 

The ongoing political crisis in Honduras fol- 
lowing a military coup last summer demonstrates 
what can happen when key actors take matters 
into their own hands rather .than pursuing some 
form of reconciliation. 

Latin America’s democrats, if they are to over- 
come their inherent tendency to govern for short- 
term gain, must build coalitions and undertake 
national dialogues to construct long-term visions 
for their countries. In this way they might estab- 
lish some basic, common understandings about 
citizens’ responsibility to honor the rule of law 
in exchange for their governments’ delivery of 
public goods. 


CRISES AHEAD? : 

Elections are one way to build consensus 
and hold incompetent leaders accountable— 
but, as Assistant Secretary of State for Western 


Hemisphere Affairs Arturo Valenzuela recently _ 
explained, they are insufficient by themselves ‘to: .- 


resolve a constitutional crisis. 
We are likely to see more political crises in Latin’ 

America as leaders on both the left and the right, 
with support from, key, allies, continue to attempt to 

revise constitutions to extend their hold on power. 

The Organization of American States, riven by inter- 

nal conflict, is proving :itself incapable of resolving 

these emergencies, let alone preventing them. 
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* So we are left with a rather downbeat forecast for 
democratic politics in the region. Even if the major 
economies continue to climb out of the recession . 
and return to a path of growth in the short term, 


few benefits will accrue to the average person's 


economic status. This will raise social and political 
tensions for years to come. 

Even as economic growth resumes, Latin 
America’s great, democratic experiment of the 
past two decades faces considerable peril unless 
the regions political and. civic leaders invest 
themselyes in constructing ` new forms of hation- 
al dialogue and reconciliation and begin govern- 
ing for the long haul. 
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The Accidental Coup | 


WILLIAM W. FINAN JR.. 


i n 2002 ‘political events took place in Venezuela 


that have in many respects remained mysteri- 
ous ever since. Between April 11 and 13 of 


that year, President Hugo Chavez was forced out ` 


of office and then, nearly as quickly as he was 


removed, he was reinstated. But by whom pre- .. 


cisely, and why? These questions have been hard 
to answer. In The Silence and the Scorpion, Brian 
A. Nelson—a journalist and writer with long-time 
experience in Venezuela— 
delves deep into those three 
days to provide the best effort 
in English so far to clear up 
the puzzles surrounding this 
early attempt to derail Chavez 
and his Bolivarian Revolution. 

In addition to why and by 


whom, an even more fundamental question has 


persisted: Exactly what happened? Was the event 
truly a coup—one engineered by a military that 
was fed up with Chavez, that acted in collusion 
with an old-guard political class and its fellow 
travelers in the business world, and that car- 
ried out its plot with a wink and a nod from 
Washington? According to Nelson, the simple 
answer is no. 

Nelson suggests that Chavez’s removal from 
office happened accidentally. It was the unin- 
tentional result of an interacting series of events. 
The opposition, when it staged a march. on 
Miraflores (the presidential palace in Caracas) 
on April 11, 2002, did not intend to topple 
` Venezuela's leader. The protesters’ desire was to 
show the president and his supporters, known 
as chavistas, that his recent actions—most nota- 
bly, sacking the board of directors of the state oil 
company, PDVSA, and installing his own appoin- 
tees—were abuses of power. 

Chavistas, meanwhile, gathered at Miraflores 


to protect their president and to present a united - 


front to his opponents. Some came armed, believ- 
ing the opposition march was a phalanx aimed 
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ultimately at bringing Chavez down. Wearing red 
scarves and the red berets that Chavez had made 
popular, they waited at the palace. 


RELUCTANT COMMANDERS 

The military ‘leadership had already made 
it known to Chavez that it would take no role 
in countering the demonstration. According to 
Nelson, the principal commanders were commit- 
ted to not firing on Venezuelan 
citizens. Foremost in their 
minds were the lessons of 
1989, when the so-called 
caracazo—an eruption of 
protests and riots sparked by 
government-imposed auster- 
ity measures—had rocked the 
capital city and neighboring towns. In response 
to the caracazo, the military had killed at least 
800 people. 

Also at play among the commanders was a 
deep dislike and distrust of Chavez himself. The 
president was a former military officer, but army 
leaders were troubled by what they saw as the 
“anticonstitutional” nature of actions he had 
taken since gaining power in 1998. 

One military contingent, however, was will- 
ing to fire on protesters if need be. That was the 
National Guard, which assembled near the chavis- 
tas at Miraflores. (In Nelson’s account, the only 
other armed official actor at the scene was the 
Caracas metropolitan police department—and the 
mayor of the city was no fan of Chavez.) 

Chavez is of course the standout character in 
the story. He, according to Nelson, believed that 
the revolution he had initiated needed refresh- 
ing, that the citizenry needed to be shocked 
into believing in his vision of a new Venezuela 
and a new Latin America. Hence the arming of 
some chavistas who were members of “Bolivarian 
Circles,” informal community groups that sup- 
ported the president and his revolution. 

Chavez's revolutionary zeal was evident in 
his reverence of “Jesus, my commander” and 


of Simón Bolívar, the man who liberated “South 
America from Spain and “whom Chavez simply 
The president would . 
ee: ‘Supreme Court, which Chavez had packed with 


1» 


referred to as ‘the father. 
even would set a place at the table for him. 


A SERIES OF EVENTS 

As narrated in ,Nelson’s masterful reconstruc- 
tion of what transpired at Miraflores, the marchers 
moved through the El Silencio (The Silence) dis- 
trict toward. the palace, which was occupied by the 
man now known as “the scorpion.” As the mass of 
opposition marchers approached the presidential 
residence, metropolitan police fired on them with 
tear gas. Soon gunfire rang out—from the govern- 
ment side, as Nelson makes clear, including from 
‘the National Guard—and marchers fell dead and 
wounded. ' 

After the protesters dispersed, a swift sequence 
of events took place. The. niia turned on 
Chávez for having ordered 
‘the shooting, and fór launch- 
ing Plan Avila, a national, ~ 
emergency , program that `., 
called for military interven- ` ' 
tion to quell disorder. 

The military leaders told 
the president that they - 
would not follow his orders; ` 
that he had acted, unconsti- ? 
tutionally, and that, ultimately, he must resign. 
However, the military | commanders did not, at 
least initially, compel his resignation. They hoped 
to force'it through his-recognition that tlie had lost 
their trust. 
` A stunned Chavez decided he had no. alert. 
tivé but to leave office. But on the advice of Cuban 
leader Fidel Castro, whom Chavez called for. guid- 
ance, he did not resign. In.the power vacuum that 
resulted—the, president was physically removed 
from his office and held incommunicado by the 
military—the opposition, with the military com- 
manders’ acquiescence, took over the-presidency. 
Power was assumed by Pedro Carmona, leader of 
. the old-guard political class and the business sector. 

‘But Carmona was to serve as president only 
briefly. In an attempt to dismantle the political 
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In 2002,.Hugo Chávez was 
forced out of office and, 
nearly as quickly, reinstated. 
But by whom precisely, and why? 
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“edifice that Chávez had put: in place, Carmona 
issued a series of decrees to scrap the constitu- 
tion and to dissolve the National Assembly and 


supporters. 

The opposition, however, was fragmented and 
its leadership divided. So too the military: It 
turned out Chavez had supporters among. the 
commanders. After Carmona -overreached, they 
forced the head of the military to reinstate Chavez. 


THE ABSENT YANKEE | 


Another . -long-unanswered | question is this: 


` What was the: role of the United States?’ The 


administration of President George W. Bush vili- 
fied Chavez, and informally -it welcomed his 
removal from office. But did it back his ouster? 
Nelson believes it did not (though he acknowl- 
edges that his findings can bé-based only ôn what 
is publicly known now). To 
buttress his assertion, the 
author offers evidence. that 
the Bush administration 

"was as surprised as it was 
pleased by: Chavez’s removal. 
Nelsons judgment. ‘appears 
to be a fair one, based on 
what the participants, told 
him. 

The Silence and the Scorpion in fact depeiäs 
considerably on interviews, memoirs, and other 
first-person recollections of the events of April 
2002 to construct a blow-by-blow account of the, 
“coup.” Nelson also, in an effort to draw persons 
and events vividly, uses narrative devices com- 
mon to fiction, like interior, monologue, and 
reconstructed dialogue a la Bob Woodward. 

These devices likely'will provoke disapproval 
among some Latin America experts. That would 
be, a shame, since Nelson has given us a case . 
study that -brings politics alive. His is an auda- 
cious and successful attempt to sort out impor- 
tant political events in their immediacy rather 
than from a safe distance. While Nelson may. 
attract scholars’ disapprobation, readers will 
appreciate his accomplishment. . + ff 





mo“ December 2009: 


INTERNATIONAL - i 


Climate hinge: i 


Dec. 3—Ahead of a UN-sponsored climate change conference in 
Copenhagen, India announces that it plans by 2020 to reduce ` 
its “carbon intensity” (the amount of carbon emitted per unit of 
energy consumed) 20% to 25% below 2005 levels. The commit- 
ment would require the country to use’ “energy more efficiently, 
but would allow it to produce increasing amounts of the carbon 
‘emissions that contribute to global warming. Some observers 
dismiss the proposal as meaningless because policies already 

` in place in Inidia are expected to reduce the country’s energy’ 
intensity by a greater perena than ıs envisioned in the new 
pledge. .. : 

Dec. 7—The US Simian eat Protection er rules that : 
greenhouses gases like carbon dioxide pose a risk to human 
health. This step enables the agency to regulate greenhouse 
gases as it does-other pollutants. The move 1s significant because 

- it will allow President Barack Obama to pursue a regulatory. .. 
approach to reducing US carbon emissions if Congress does not 
pass a law achieving the same end. 


Dec. 8—The World Meteorological’ Organization reports that the, 
decade from 2000 to-2009 was the warmest on record, and that 
2009, based on evidence so far available, appears to, be the 5th- 
- Warmest year of all time. 


Dec. 11—EU leaders agree to provide $11.5 billion in aid to poor 
countriés to help them remediate against the effects of climate 
change. The decision is intended partly to provide impetus for 
progress at the Copenhagen talks. 


Dec. 12—At the Copenhagen conference, which opened Dec. : 
.7, the smaller, poorer nations that are most vulnerable to the 
effects of climate change complain that larger, richer countries 
are taking their interests insufficiently into account. Tensions 
also arise between the.US and China, with the former insisting 
that emissions goals be accompanied by verification measures 
and China resisting such measures as an infringement on its 


* sovereignty. 

Dec. 19—The Copenhagen conference, whose otiginal goal was 
to establish an internationally binding treaty on carbon emis- 
sions to succeed the expiring Kyoto Protocol, falls far short of 

` that aim: Instead 5 nations—the US, China, India, ; Brazil, and 

“ South Africa—reach a nonbinding agreement that recogmizés 
manmade global warming as'a serious problem, confirms that . 
deep emissions cuts will be necessary to address, it, contains 
provisions for slowing the destruction of forests, and envisions 

‘steps to assist poor countries a are adversely affected by cli- 
mate change! - 


AFGHANISTAN 


Dec. 2—After months of deliberation, Obama announces'a new 
strategy for the war in Afghanistan, one that entails deploy- 
ing 30,000 additional US troops to the country; asking NATO 
nations to supply another 10,000; and setting the middle of 
2011 as a deadline for beginning to withdraw US forces from the 
country. In the meantime, Obamas strategy calls for strengthen- 
ing the capacities of the Afghan state and military, providing 
security to Afghan civilians, and dislodging the Islamist Taliban 
from areas over which they have regained control since they 
were dislodged from power in a 2001 US invasion. 


BOLIVIA 


Dec. 6—Left-leaning President Evo Morales wins reelection, gain- 
ing about 63% of the vote compared to the 23% won by his 
closest challenger, Manfred Reyes Villa. In his new term Morales’ 
aims to implement constitutional changes granting more ‘rights 
to the country’s indigenous population and further i increasing 
state control over the economy. ~; 


CHINA fic Sea P 

Dec. 10—Liu Xiaobo, a main author of Charter 08, a mie 
racy manifesto that has attracted signatures from over 10,000 
people in China, is indicted for alleged “ihcitement to subvert 
state power.” Chàrtėr 08 is sometimes described as the most 
important democracy-related development in China since 

. 1989 Tiananmen Square protests; it calls for free speech, elec- 
tions, and rule of law. Two weeks later, Liu is sentenced to 11 

` years in prison. The’ verdict is widely criticized outside China. 

Dec. 14—Chinese President Hu Jintao presides over the ceremo- 
nial opening of a natural gas pipeline running from Turkmeni- 
stan to China. The pipeline represents the 1st means by which 

. Central Asian gas can reach export markets without passing 
through Russian territory. European rations have so far failed-in- 
efforts to pipe Central Asian gas to their region while bypassing 

_ Russia, a country that in the past has been accused of-using con- 
trol over energy supplies as a political weapon. ` 


CONGO, DEMOCRATIC REPUBLIC ` 

Dec. 14—The nongovernmental organization Human Rights 
Watch reports that over.1,400 civilians, the majority of them 
women, children, and old people, were deliberately killed by - 
military forces in eastern Congo in 2009. The killings were car- 

_ tied out by both sides of a‘coniflict between the Congolese mili- 
tary and the Democratic Forces for the Liberation of Rwanda, 

. a Hutu militia based in Rwanda. Meanwhile, calls are made,to 
reorganize the efforts of roughly 19,000 UN peacekeepers sta- 
tioned in the region, who have been unable to provide adequate 
say tò local resıdents. 


GEORGIA eo a re 

Dec. 12—Sergei Bagapsh is reelected gein: of Abkhazia, a sep- 

- aratist region of Georgia where Russia conducted military opera- 
tions against Georgia during a brief war in August 2008. Georgia 
‘does not recognize the election as valid. Russia is the ouly major 
nation that recognizes Abkhazia’s independence. - 

Dec. 24—Russia and Georgia agree to open, their border.at Upper 
Lars, the only official crossing between Russia and Georgian- 
controlled territory. Four days later, approval is given for charter 
flights to resume between Moscow and the Georgian ene of" 
Tbilisi. g si ‘ 


HONDURAS 
Dec: 2—The Honduran Congress, 3 days after the nation elects 
as president conservative politician Porfirio Lobo in an election 
of dubious legitimacy, votes against restoring to office Manuel 
Zelaya, who in June was ousted from the presidency in a mili- 
tary coup. In the coup’s aftermath, a US-brokered agreement 
was reached according to which, contingent on the approval of 
Congress, Zelaya would return to office and serve out his term 
‘ and all parties involved would respect the outcome of the sched- 


uled November 29 election. That deal fell apart because Hondu- 
rass Congress never. took action. 


IRAN 

Dec. 27—According to witnesses and opposition sources, police 
fire into crowds of protesters in Tehran and other cities, killing 
at least 10. Also, in what is thought to be a political assassina- 
tion by the government, Ali Moussavi, nephew of opposition 
leader Mir Hussein Moussavi, is run over by a vehicle and then 
shot. More than 1,000 protesters are said to have been arrested. 
The protests that have grown throughout the month recall 

the summer of 2009,’ when a fraudulent presidential election 
sparked demonstrations that ultimately were put down violently. 
The current round of protests grew more intense earlier in the 
month following the death of the cleric Hossein Ali Montazeri, 
a critic of the regime. Memorials for Montazeri have attracted 
older, more conservative people, expanding the protest move- 
ment beyond its base of students. 


IRAQ 

Dec. 6—After months of bitter negotiations, Iraq’s parliament 
reaches agreement on a new election law paving the way for 
national parliamentary elections to be held on March 7. The 

- elections originally were to be held in January, but a previous 


FROM THE ARCHIVES 
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election law passed by parliament was vetoed by one of the , 
countrys 3 vice presidents, Tariq al-Hashemi. Reaching agree- 
ment on the election law proved difficult because of disagree- 
ment among competing factions about how to apportion seats to 
various groups and regions. Observers say the March elections 
will present a crucial test, as the US prepares to withdraw large 
numbers of its troops from the country, of how successfully Iraq 
can govern itself. 


JAPAN 

Dec. 4—Following through on a Democratic Party campaign 
promise, Japans parliament passes a law halting the planned 
privatization of the country’s postal service, which also provides 
banking services, especially to people in rural areas. The initia- 
tive to privatize the postal service was a major policy objective 
of one-time prime minister Junichiro Koizumi, whose Liberal 
Democratic Party in August 2009 lost its hold on political power 
for virtually the 1st time in the postwar era. 


NAMIBIA 

Dec. 4—According to official tallies of voting carried out on Nov. 
27-28, President Hifikepunye Pohamba wins reelection with 
ovet 75% of the votes cast, with the remainder split among 
nearly a dozen other candidates. f 


What Current History authors were saying... 


5 years ago 


In Mexico today, people laugh at the 
country’s politicians. Laughter has 
-become a national antidote to what 
would instead bring tears. This explains 
why Mexicos most popular political 
analyst, until he resigned several months 
ago, was a red-nosed, green-haired clown 
named Brozo. As the host of a morning 
news show on Mexican television, Brozo 
poked fun at the country’s politicians, 
exposed their corrupt activities, and 
acted as a public watchdog. . . . Mexico 
. continues to be a country of crimes 
without punishment, of people who are 
identified as guilty on-screen but cannot 
be proved so in court, of politicians who 
enrich themselves because they still can. 


DENISE DRESSER 
Fox’ Mexico: Democracy Paralyzed 
February 2005 


10 years ago 


[Venezuelan political leaders] became 
comfortable with their grasp on power, ` 
and political office became the means 
to share the spoils of an oil economy. 
Yet as the perception grew that the two 
major parties that alternated in power 
throughout Venezuela's democratic his- 
tory were becoming increasingly cen- 
tralized, corrupt, and out of touch with 
the needs of the general population, the 
strategy became impossible to sustain. 
Chavez . . . kindled tremendous hopes 
among the majority of the population 
with his election. Yet he also generated 
great uncertainty among many intel- 
lectuals and parts of the political and 
economic elite... . 


JENNIFER L. MCCoy 
Demystifying Venezuelas Hugo Chavez 
February 2000 
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PHILIPPINES ~ 

Dec. 5—President Gloria Macapagal Arroyo, citing a burgeoning 
rebellion, declares martial law in the Muslim-majority province 
of Maguindanao, where most power has for years been concen- 
trated among the Ampatuan political clan. Members of the clan 
are accused of responsibility for a November attack against’a 
political rival's convoy, in which 57 people were killed. 


ROMANIA 

Dec. 6—President Traian Basescu of the Democratic Liberal Party 
wins reelection in a very close run-off vote, garnering 50.3% 
of the vote compared to the 49.7% won by the former foreign 
minister Mircea Geoana, a Social Democrat. The close result 
appears to deepen existing divisions in the country, where a par- 
hamentary government fell in October, preventing the passage 
of a 2010 budget on which depends a $30 billion aid package 
from the International Monetary Fund. The IMF aid would help 
Romania cope with the effects of the recent worldwide eco- 
nomic downturn. 

Dec. 8—The Social Democrats, who narrowly lost the Dec..6 presi- 
dential election, say they will ask for a new run-off because of 
alleged fraud. However, the Organization for Security and Coop- 
eration in Europe gives the voting a mostly positive review, and 
on Dec. 14 Romania’ constitutional court validates the results. 


SOUTH AFRICA 

Dec. 1—South African President Jacob Zuma-announces a compre- 
hensive AIDS policy for the nation, 1 that will focus on provid- - 
ing antiretroviral drugs as early as possible to pregnant women 
and to babies. Zuma‘ policies, which accord with guidelines 
recently issued by the World Health Organization, provide 
a contrast from the AIDS policies of his predecessor, Thabo 
Mbeki, who did little to stop the spread of HIV and questioned 
whether the virus causes the disease. 


UNITED STATES 

Dec. 4—The Labor Department announces that the US economy 
lost an estimated 11,000 jobs m November, making the month's 
job losses the least severe in 2 years. Some analysts forecast 
that the economy will begin adding jobs within months. The 
November employment statistics are latet updated to show that 
the economy gained 4,000 jobs on the month. ; 

Dec. 7—The Treasury Department releases a report projecting that 
the US government will recover $328 billion of the $370 billion 


it has since 2008 lent to private-sector firms under its Troubled 
Asset Relief Program. This compares favorably with the $341. 
billion ın losses that the Obama administration months ago esti- 
mated that the government would suffer. However, the govern- 
ment’ total exposure to financial crisis—related losses is much 
greater than discussed in the Treasury report, since the Federal 
Reserve Bank holds $1 trillion in asset-backed secutities of dubi- 
ous market value. Early in 2010, the US Senate is expected to 
take up a comprehensive reregulation of the financial sector in 
hopes of preventing similar financial crises in the future. The 
House has already passed a version of such a bill. 

Dec. 15—Obama issues orders for a prison in Illinois to be 
acquired by the federal government. The facility would house 
individuals now detained at the US detention center in Guanta- 
namd Bay, Cuba, specifically those who cannot be transferred to ° 
other countries and whom the administranon deems ineligible 
for trial. Acquisition of the Illinois ‘prison depends on congres- 
sional funding, which so far Congress has declined to provide. 
Obama shortly after taking office in January 2009 ordered that 
the Guantánamo facility, a flashpoint for anti-US sentiment 
around the world, be closed within 1 year, but observers say it 
now is certain that the deadline will be missed. 

Dec. 25—A Nigerian passenger aboard an airplane preparing to 
land in Detroit attempts unsuccessfully to blow up the aircraft. 
The incident provokes debate in the US about the effectiveness 
of efforts to defend against terrorist attacks. 


YEMEN -~ 


Dec. 13—Yemen’ security {forces carry out air rand ground: attacks 


against militants suspected of association with the têrror- 
ist group Al Qaeda; killing at least 34. The US is said to have 
provided support for the operation. A similar airstrike 11 days 
later reportedly kills another 30. Yemen has long faced a radical 
Islamist insurgency: within its borders and maintains little con- 
trol over much of its territory. These conditions have reportedly 
allowed Al Qaeda and allied groups to take root in the country. 
Dec. 28—A group called Al Qaeda in the Arabian Peninsula claims 
responsibility for the Christmas Day incident in which'a pas- 
senger tried to ignite an explosive device aboard an airliner: 
before it landed in the US. The Al Qaeda-affiliated group says . 
the attempted attack was retribution’ against the US for its role 
in supporting Yemen’ airstrikes. Yemen's poor security profile 
gains greater international attention after it is learned that the 
Nigerian suspect in the airliner incident had spent time in 
Yemen. ` E 
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“There are, and will remain for the foreseeable future, two global superpowers: the United States and Europe. 
Only these two actors are consistently able to project a full spectrum of ‘smart power’ internationally.” 


Europe, the Second Superpower 


ANDREW MORAVCSIK 


system as dominated by the United States, 

China, and India.’ How often do we hear 
from leading politicians that “The most impor- 
tant relationship in the twenty-first century is 
that. between Washington and Beijing”? Or that 
the “rise of the rest” is the great phenomenon of 
our time? Missing from this equation is Europe. 
The “Old Continents” reputation for sluggish 
economic and demographic growth, political dis- 
unity, and weak militaries has convinced most 
foreign analysts that the future belongs to Asia 
and the United States. f 

Indeed, among scholars, commentators, and 
politicians alike, the conventional view is that 
the contemporary world is “unipolar,” with the 
United States standing alone as a sole superpower. 
With the rise of China; India, and perhaps some 
other nations, the world may become—f it is not 
already—multipolar. But Europe's role in the geo- 
political balance, according to this view, remains 
insignificant. - 

Such claims rest on economic, demographic, 
and military measures of power. European eco- 
nomic growth, it is said, is slow and getting 
slower. Meanwhile, a Brookings Institution study 
predicts that the median age in Europe will 
increase to 52.3 years in 2050 from 37.7 years 
in 2003 (whereas the median age for Americans 
will be only 35.4 years). This will have negative 
effects on Europe’s productivity, growth, and fiscal 
stability. And as long as the United States spends 
twice as much of its national income on defense 
as Europe collectively does, it is suggested, the 
Europeans are condemned to second-tier sta- 
tus. From Beijing to Washington—and even in 


|: has become fashionable to view the global 


ANDREW MORAVCSIK is a professor of politics and interna- 
tional affairs at Princeton University and the director of the 
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Brussels—the Old Continent is. widely viewed as 
a spent geopolitical force: 

These prognoses of European decline are mis- 
guided. In: fact, the world today has two global 
superpowers. One is the United States—the other 
is Europe. Europe is the only region in the world, 
besides the United States, able to exert global 
influence across the full spectrum of power, from 
“hard” to “soft.” Europe is the only region, besides 
the United States, that projects intercontinental 
military power. And European countries possess a 
range of effective civilian instruments for project- 
ing international influence that is unmatched by 
any country, even the United States. These tools 
include European Union enlargement, neighbor- 


` hood policy, trade, foreign aid, support for mul- 


tilateral institutions and international: law, and 
European values. l 

Since the end of the cold war, as the world sys- 
tem has become more interdependent, networked, 
democratic, and freer of overt ideological rival- 
ry, Europe's distinctive instruments of influence 
have become relatively more effective, leading 
to a rise in European power. Over the next three 
or four generations, trends in the: foundations 
of European power—high per capita income, 
sophisticated economic production, and patterns 
of global consensus—are also likely to be favor- 
able. If we view power in this multidimensional 
way, Europe is clearly the second superpower in 
a bipolar world. 


REALISTS VERSUS REALITY 

From a theoretical perspective, the conclusion 
that Europe is in terminal decline as a force in 
great power politics rests on a traditional “real- 
ist” worldview. According to this view, sovereign 
nations engage in zero-sum competition by mobi- 
lizing coercive power resources. Such resources 
stem ultimately from gross demographic and eco- 
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nomic power, which can be converted into relative 
military advantage. 

According to this theory, Europe’s global influ- 
ence—its ability to get what it wants—will decline 
proportionately with its percentage of aggregate 
global power resources. Most realists believe the 
global system is already unipolar, with the United 
States as the sole superpower (though they differ 
about the precise consequences of this fact). They 
believe the system is trending toward one in which 
the largest sovereign states—the United States, 
China, and India—will dominate an increasingly 
multipolar system. 

Immediately upon the collapse of the Soviet 
Union nearly 20 years ago, realists such as John 
Mearsheimer, Kenneth Waltz, Stephen Walt, 
and Charles Kupchan began predicting that the 
decline of an immediate, common Soviet threat 
would undermine transatlantic cooperation, sow 
discord among Western powers, weaken NATO, 
and hurt European cooperation. The Iraq cri- 
sis, with its illusion of “soft balancing” against 
the United States, seemed to 
confirm this prognosis.: 

For slightly different 
reasons, having to do with 
new challenges coming 
from autocracies like Russia 
and China, as well as from 
Islamic radicals, neoconser- 





How can most great powers be 
“rising” at once? This is a puzzle 
only for realists, who assume that 
the aims of governments conflict. 


a constitutional treaty; and, most importantly, 
expanded from 12 to 27 multicultural members, 
with a half dozen more states on the list to join 
eventually. 

Far from falling into disarray, the EU has emerged 
as the most ambitious and successful international 
organization -of all time, pioneering institutional 
practices far in advance of anything seen else- 
where. At the same time, despite its lack of any 
military buildup, Europe has established itself 
unambiguously as the world’s “second” military 
power, with combat troops active across the globe. 

Its military operations, moreover, are conducted 
almost exclusively in close cooperation with the 
United States. No Euro-Chinese “balancing” alli- 
ance has emerged. Instead, America and Europe 
have drawn closer together (the Iraq crisis con- 
stituting the single major exception): Meanwhile, 
the EU's distinctive tools of civilian influence have 
gained in utility vis-a-vis hard military power. The 
EU's enlargement may well be the single most cost- 
effective instrument to spread peace and security 
that the West has deployed 
over the past 20 years. 

To-understand why realist 
predictions were so wrong, 
we need to turn away from 
realism to a liberal’ theory 
of international relations. 
“Liberal” does not refer here 








vatives have predicted disor- 
der, believing, in Robert. Kagan’s eis that “the 
twenty-first century will look like the nineteenth.” 
Neoconservatives like Kagan share the realist view 
that greater military power projection capability 
is the key for Europe to be taken seriously in the 
contemporary world. For Europe to reestablish 
itself as a major global force, or simply to hedge 
against a wayward America, many have argued that 
meaningful European defense cooperation and a 
European defense buildup would be required. 
Few short-term predictions in social science are 
as clear as these—and few have been, thus far, so 
unambiguously disconfirmed. Over the past two 
decades, Europeans, both among themselves and 
in the transatlantic relationship, have experienced 
extraordinary amity, cooperation, and policy suc- 
cess. The continent has been pacified. The EU 
has enjoyed an astonishingly successful run:: It 
completed the single market; established a single 
currency; created a zone without internal frontiers 
(“Schengen”); launched common defense, for- 
eign, and internal security policies; promulgated 


to a theory that stresses: the 
role of international law and institutions, nor left- 
of-center or utopian ideals, nor unbounded belief 
in laissez faire economics. What is meant instead 
is a theoretical approach to analyzing international 
relations that emphasizes the varied- underlying 
national interests—“state preferences”—that gov- 
ernments bring to world politics, and which are 
transmitted from society to decision makers via 
domestic politics, societal interdependence, and 
globalization. 

In the liberal view, these varied social pressures 
are the most fundamental cause of foreign policy 
behavior. Zero-sum security rivalry, military force, 
and -power balancing are not ubiquitous condi- 
tions. They are only a few among a number of 
possible circumstances—in fact, they are rather 
rare. Increasingly, international interactions are 
positive-sum, such that the rise of more than one 
country or region can be complementary. 

Liberals argue that the realist view of power, 
whereby global influence is grounded in popula- 
tion and aggregate national income, which feed 


into military mobilization and spending, may not 
be entirely irrelevant, but it is no longer central 
to most issues in world politics—if indeed it ever 
. was. Instead, most global influence today rests on 
various forms of “civilian” power: high per capita 
income; a central position in networks of trade, 
investment, and migration; an important role in 
international institutions; and the attractiveness 
of social and political values. All of these are areas 
in which Europe is and will remain preeminent for 
the foreseeable future. 


VENUS AND MARS TOO 

Europes comparative advantage lies in its 
projection of influence via economic and civil- 
ian instruments. But Europe is also a far more 
formidable military power than most observers 
acknowledge. The reason is that a major military 
force is, in the modern world, a luxury that can be 
mustered only ‘by countries with a high per capita 
income, technological sophistication, and a long 
legacy of military spending. Europe enjoys unique 
advantages in these areas. 

Many observers write off European military 
power entirely. Kagan’s catchphrase, “Americans 
are from Mars, Europeans are from Venus,” is often 
believed, even in Europe. Yet Europe accounts for 


21 percent of the world’s military spending—a ` 


good deal less than America’s 43 percent, to be 
sure, but still considerably more than China’s 5 
percent, Russia’s 3 percent, India’s 2 percent, and 
Brazil’s 1.5 percent. 

Europeans, moreover, do not just equip forces; 
they use them. European states have had 50,000 
to 100,000 troops stationed in combat roles out- 
side their home countries for most of the past 
decade. They provide the bulk of non-US troops 
in global operations. Listening to criticism of 
Europeans for their failure to do more in Iraq 
and Afghanistan might give one the impression 
that only Americans are engaged there. In fact, 
24 allied countries, of which 21 are European, are 
involved in Afghanistan. Military interventions 
and peacekeeping operations, if they are not led by 
the United States, tend to be led by Europeans—as 
in Sierra Leone, Lebanon, and Chad. 

Arguably, Europeaninterventions in low-intensity 
situations are more ‘effective than those of the 
United States. Certainly no region or country, save 
America, possesses a portfolio of military capabili- 
ties and a willingness to use them comparable to 
Europe’s—nor is any likely to challenge European 
preeminence soon. China’s military remains a large- 
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ly landlocked, labor-intensive force still focused 
on Taiwan and internal security. Russia, with far 
greater military assets than China’s, does little more 
than project power into renegade provinces like 
Chechnya, or a few hundred miles over the border 
into the former Soviet republic of Georgia. 


THE POWER OF ATTRACTION 

Its considerable hard power notwithstanding, 
Europe is, in contrast to the United States, a “quiet” 
superpower. It specializes in the use of economic 
influence, international law, “soft power” (the 
capacity to attract others to your way of thinking), 
and “smart power” (matching military with civilian 
forms of influence)..In fact, Europe today is more 
effective at projecting civilian power globally than 
any other state or non-state actor. And Europeans 
have demonstrated, contra realist claims, that such 
instruments of power can be extremely influen- 
tial. Some of these tools are wielded by a unified 
Europe, some by European governments acting in 
loose coordination, and some by European govern- 
ments acting unilaterally. ; 

Accession to the EU is the single most powerful 
policy instrument Europe possesses. Since 1989, 
Europe's “power of attraction” has helped stabilize 
the polities and economies of over a dozen neigh- 
boring countries. Enlargement has created a focal 
point and a set of incentives around which moder- 
ate domestic forces have organized. And the effects 
are visible well beyond the 12 members that have 
joined most recently, with European influence 
powerful in Croatia, Serbia, Montenegro, Albania, 
Macedonia, and even Turkey. EU enlargement has 
almost certainly had far more impact—and in a 
less provocative way—than NATO enlargement. 
The United States, China, India, Japan, and other 
major powers enjoy no comparable instruments 
for projecting regional influence. 

In addition,. Europe pursues an active “neigh- 
borhood policy,” intervening diplomatically to 
resolve .conflicts and promote political and eco- 
nomic reform in its neighborhood, backed by 
Europe’s economic, financial, legal, and military 
might. The EU has signed association and free 
trade arrangements with many countries in the 
broader region. Europeans have taken the lead in 
recent successful diplomatic initiatives—and not 
just with states that are candidates for EU mem- 
bership. Even where membership is only a distant 
possibility, as with Ukraine, Moldova; or Albania, 
or an essentially nonexistent possibility, as with 
Morocco, Libya, and Israel, there is evidence that 
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EU initiatives have had an impact. For example, 
quiet EU diplomacy toward Morocco—backed by 
trade, immigration, security, and human rights 
ties—has been credited with encouraging political 
and economic reform in that country. 

More fundamentally, European governments 
are the strongest and most consistent support- 
ers of international law and institutions across 
the board. The EU is the single largest financial 
contributor to the UN system. Europeans fund 
38 percent of the UN's regular budget, more than 
two-fifths of UN peacekeeping operations, and 
about one-half of all UN member states’ contri- 
butions to UN funds and programs. EU member 
states are also signatories to almost all interna- 
tional treaties currently in force. 

Europeans are overrepresented compared to 
their population in many international organiza- 
tions. Those who favor institutional reform of 
highly symbolic elite international leadership 
bodies such as the UN Security Council and 
the G-groups, presumably with the aim of inte- 
grating and socializing some larger developing 
countries into responsible 
statecraft, have been criti- 
cal of European obstruc- 
tion. Yet Europeans did not 
block the Group of Eights 
evolution into the G-20, 





The EU has emerged as the 
most ambitious and successful 
international organization of all time. 


Europe’s continuing economic influence 
extends to the global level. Even excluding intra- 
regional trade, the EU is the largest exporter and 
importer in the world. Of the top nine export- 
ing countries in the world, five are European: 
Germany, France, Italy, the United Kingdom, and 
the Netherlands. Germany alone exports roughly 
as much as China every year, and its goods have 
far more value added. Europe trades more with 
China than the United States does, and its bilat- 
eral balance of trade is stronger. Yet trade statistics 
actually understate the importance of European 
centrality in the world economy. 

If we measure intra-firm trade, investment, and 
research and development—increasingly the true 
drivers of modern international economic activ- 
ity—then Europe remains an order of magnitude 
more important than China or India. Often, trade 
statistics are cited in the United States to illustrate 
a shift from Atlantic to Pacific economic activity. 
But if we look not at trade but at investment, US 
affiliate sales, foreign assets, and R@D—which 
are more profound measures of modern econom- 
ic activity—transatlantic 
economic exchange is far 
more robust than trans- 
pacific exchange. Europe 
accounted for over 57 per- 
cent of total US foreign 
direct investment from 





and they have favored 
integration of developing 
countries like China into functional organizations 
such as the World Trade Organization (WTO). 
Many believe that, with US cooperation in recent 
years, a deal would have been possible on Security 
Council reform as well. 


A GLOBAL ECONOMIC FORCE 

In trade and investment affairs, Europe is 
a global economic superpower larger than the 
United States and far ahead of countries such as 
China or India. And in some respects, Europe is 
institutionally better able to exploit its economic 
position. What motivates countries outside the EU 
to participate in its enlargement or neighborhood 
policies, after all, is not primarily an idealistic 
desire to be part of “Europe,” but rather a desire 
to enjoy the enormous economic benefits of mem- 
bership in (or association with) the EU. Europe 
dominates its neighborhood economically, trading 
more with each Middle Eastern country (except 
Jordan), and nearly all African countries, than any 
other single trading partner. 





2000 to 2008, while total 
US investment in China, India, Russia, and Brazil 
combined was only 14 percent. In this same period, 
US firms invested $26.4 billion in China—less 
than half of US investment in Ireland alone. And 
Europe is still far and away the most important 
global R&D destination for US companies. 

The EU’s common currency, the euro, is the 
only serious alternative to the dollar as a global 
reserve currency. Although the euro will not sup- 
plant the dollar any time soon, in part because of 
the greater depth of American capital markets, it 
has established an important secondary position. 
At the end of 2008, some 45 percent of interna- 
tional debt securities were denominated in dol- 
lars, compared to 32 percent in euros. 

European policy on tariffs and other basic 
trade issues is unified, due to the EU's status as a 
customs union. The EU negotiates as a bloc at the 
WTO. While it is true that developing countries 
are playing a stronger role today, and the trading 
world is slowly growing more multipolar, the EU 
and the United States remain dominant forces 


LON 
within the WTO. China, by contrast, has accom- 
modated itself to Western terms in order to enter 
the trading system. 

Meanwhile, even with a recent increase in 
Us aid, EU member states and the European 
Commission together dispense about 50 percent 
of the world’s foreign aid, while the US share 
amounts to about 20 percent. Europe is second 
to none at delivering development services. And, 
contrary to popular belief, the EU even exceeds 
the United States in disbursement of private aid. . 

Europes political and social values are cer- 
tainly no less important a support for its global 
influence. Both polling and practice suggest 
that European social and ‘political models are 
more attractive worldwide than US alternatives. 
Apparently publics around the world favor gen- 
erous social welfare and health policies, parlia- 
mentary government, adherence to international 
human rights standards, and a smaller role for 
money in politics—all associated with Europe. 
Very few countries in the so-called third wave of 
democracies have copied major elements of the 
US Constitution. 

Taken ‘together with its military activities, 
Europe's civilian capabilities, economic impor- 
tance, and political attractiveness render it a 
full-spectrum power, wielding a wide range of 
instruments for regional-and global influence. 


EUROPE’S FUTURE 

Of course Europe's civilian as well as its military 
power derives-ultimately from a highly productive 
economy. Policies like EU enlargement and asso- 
ciation agreements with neighboring states are 
attractive to others because of the massive pull 
of the European economy. Aid, education, trade, 
the European social model, and other aspects 
of Europe’s foreign policy portfolio must be 
funded.. Moreover, the informational, educational, 
and legal sophistication of European policies are 
byproducts of highly developed economies. 

This has led many to ask whether sluggish 
demographic and economic growth rates will 
undermine Europe's role in the world. A 2008 
assessment by the US National Intelligence Council 
(NIC) is typical. The NIC suggested: 


The drop-off in working-age population will 
prove a severe test for Europe’s social welfare 
model, a foundation stone of Western Europe’s 
political cohesion since World War II. Progress 
on economic liberalization is likely to continue 
only in gradual steps until aging populations 
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or prolonged economic stagnation force more - 
dramatic changes. There are no easy fixes for 
Europe’s demographic deficits except likely cut- 
backs in health and retirement benefits. Defense 
expenditures are likely to be cut further to stave 
off the need for serious restructuring of social 
benefits programs. The challenge of integrating 
immigrant, especially Muslim, communities will 
become acute if citizens faced with a sudden low- 
ering of expectations resort to more narrow na- 
tionalism and concentrate on parochial interests, 
as happened in the past. Europe's strategic per- 
spective is likely to remain narrower than Wash- 
ington’s. Divergent threat perceptions within 
Europe and the likelihood that defense spending 
will remain uncoordinated suggest the EU will 
not be a major military power by 2025. 


There are three main reasons why this sort of 
conventional pessimism about Europe’s future 
is misguided. First, demographic and economic 
estimates of European decline are greatly exagger- 
ated. Europe constitutes a’ bloc of countries that, 
whether or not they are explicitly coordinated, 
generally take similar positions. And the size of 
Europe's population, as a whole, is quite signifi- 
cant in relation to that of other great powers. It 
will remain so for generations. 

The European share of global economic activity 
has been stable over time. Even evaluated by the 
traditional measures of aggregate population and 
GDP, Europe's relative slice is declining only very 
slowly. Analysts often overlook that even the dii- 
est prognoses project Europe's share of global GDP 
declining from 22 percent to 17 percent over the 
next generation—hardly catastrophic. And these 
scenarios rest on the -historically unprecedented 
assumption that Asian growth rates will continue 
at around 10 percent for over 30 years—an unlike- 
ly scenario given demographic, environmental, 
and political hurdles facing Asian societies. 

The second reason that the conventional view 
of European decline is misleading is that aggre- 
gate population and GDP are the wrong measures 
of power. The linear relationship between global 
power and gross population and GDP is an analyti- 
cal anachronism of the nineteenth and twentieth 
centuries. Liberal theory is highly suspicious of 
any such simple relationship, in part because the 
extent of underlying conflicts of interest among 
States is a variable rather than a constant: Rivalries 
can occur, but the zero-sum situations assumed by 
realism are relatively rare. 

When most governments had few social welfare 
demands, could reliably control colonial territory, 
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and planned for wartime mass mobilization, as 
during World Wars I and II or the cold war, popu- 
lation and aggregate GDP were perhaps plausible 
determinants of great power geopolitical influ- 
ence. Yet today the primary imperative for most 
governments—not least those in Beijing, New 
Delhi, Brasilia, and other major emerging country 
capitals—is to maintain legitimacy by providing 
adequate economic growth, social mobility, and 
public services. Interstate war of any kind, let 
alone total war decided by the total commitment 
of population and thus aggregate GDP or demo- 
graphics, has become exceedingly rare among 
great powers. 

Indeed, for poor countries, a large popula- 
tion can be as much a burden as a benefit. 
Consider China. One often reads alarming sta- 
tistics about the sheer size of the Chinese popu- 
lation, economy, or military. But China would 
be far more capable internationally without the 
political imperative of caring for 700 million poor 
Chinese. in the hinterland—the welfare of whom 
constitutes the paramount political issue for any 
Chinese leader. Were this 
not enough of a headache, 
Chinese and Indian lead- 
ers face opposition from 
unruly national minorities 
across their vast multicul- 
tural spaces. The need to 





Europe today is more effective at 
projecting civilian power globally. 
than any other state or non-state actor. 


High -per capita income, moreover, gener- 
ates cultural influence. Again, consider China. 
Certainly Chinese economic influence is grow- 
ing in East Asia, and with it the number of 
people speaking Chinese, studying in China, 
and perhaps even appreciating things Chinese. 
But China and its culture do not have nearly the 
preponderant weight that Japanese or Korean 
culture enjoys in the region—let alone the 
extraordinary impact that EU legal norms have 
had in “Europeanizing” the other end of Eurasia, 
or that Anglophone language and culture enjoy 
across the globe. 


THE COOPERATIVE GIANT 

The third and most important reason that 
the conventional view of European demographic 
and economic decline is misleading is that gov- 
ernments increasingly interact on -the basis of 
reciprocity—peaceful, negotiated exchange of con- 
cessions—unrelated to traditional material coer- 
cive capabilities of any kind. Europe is well placed 
to take advantage of this shift, because underlying 
material and ideological 
conflict between’ Europe 
and other great powers 
is decreasing. The cold 
war is over. Fundamental 
ideological alternatives to 
regulated capitalism are 





devote resources to inter- 
nal priorities imposes a fundamental constraint on 
military spending and foreign policy adventurism. 
This is not to deny that Europe may face dif- 
ficulties allocating resources in the future, or that 
the relative size of the United States, China, and 
Europe counts for something. But crude demo- 
graphic and economic size is less important than 
high per capita income—and in this area the long- 
term structural trends still greatly favor Europe. 
Per capita income not only measures the exis- 
tence of a surplus that can be used to fund inter- 
national power projection. It also indicates (in 
non-resource-based, economies) the complexity 
and modernization of a society aiming to support 
sophisticated civilian power instruments. Effective 
forms of global influence these days—not just 
advanced military technology, but also education, 
sophisticated legal mechanisms of cooperation, 
foreign aid, complex trade and investment arrange- 
ments, advanced political institutions, effective 
diplomatic engagement, and inward immigra- 
tion—all suppose high per capita income. 





disappearing. Democracy 
is spreading. Nationalist conflicts are disappearing, 
particularly in the immediate proximity of Europe. 
As most global relations become more positive- 
sum, and great power war becomes rarer, the value 
of Europe’s portfolio of civilian power instruments 
will be multiplied. f 
This prediction is consistent with liberal inter- 
national relations theory. Liberal theory treats 
the level of convergence:of and conflict between 
nations’ underlying social interests as a variable 
that shapes international relations. Contrary to 
realist predictions, Europe and the EU- have been 
rising in regional and global influence over the 
past 20 years. And this is not only because, as we 
have seen, Europe's civilian instruments of power 
projection have become more appropriate. It is 
also because the extent to which any given nation 
can project influence depends on the extent to 
which its interests converge with those of other, 
particularly neighboring, great powers. The great- 
er the level of- consensus, the greater the slack 
resources’ available to a state. Where underlying 


preferences converge due to trade, democracy, 
and ideological convergence—the trends we have 
observed over the past two decades—we should 
expect to see widespread opportunities for coop- 
eration with interdependent, democratic, modern 
states, such as those of Europe. 

Looking to the future, three specific types of 
converging international interests are likely to be 
particularly advantageous for Europe, augment- 
ing its relative global influence. First, Europe is 
increasingly a quiet region. European countries 
face an ever-smaller number of security threats 
within their region. Now that Balkan security 
threats have died down, the closest live threats are 
in the Caucasus, in the Middle East, or perhaps 
across the Mediterranean. This permits European 
governments to focus efforts “out of area.” By con- 
trast, Asian powers face a far more hostile imme- 
diate environment. One players rapid ascent in 
that region is more likely to provoke alarm among 
its closest neighbors. So, even if Asian powers 
were to increase their military power in the future, 
it is less likely that they would be able to project 
it globally. 

A second advantage enjoyed by Europe is 
. a felicitous shift in the preferences of major 
governments around the world. Most European 
policy goals involve efforts to encourage ongo- 
ing long-term reform of countries in the direc- 
tion of democracy, economic development, and 
cooperative international relations. Most great 
powers—most notably China and Russia, for all 


their problems—have made enormous strides in ' 


this direction since the end of the cold war. This 
reduces the useful range of (American) high- 
intensity military capabilities, while increasing the 
utility of European civilian power instruments. As 
more countries become market-oriented, demo- 
cratic, and free of expansionist ideological claims, 
we should expect European policies to be better 
suited to advancing the regional. and global inter- 
ests of European countries. European preferences 
on major global issues are increasingly compat- 
ible with median views of the global community. 
Europe should find itself closer to the consensus 
point of global bargains. 

Finally, Europe's relationship with the United 
States; whatever tensions there may be, contains 
less conflict than at any time in recent memory. 
This is even true in the area where realists and 
neoconservatives alike have predicted the least 
agreement, namely military intervention “out of 
area.” Far from being a source of greater transat- 
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lantic conflict compared to during the cold war, 
military intervention today is a matter of near 
total Euro-American consensus. 

There is of course the fact that coalitions of 


. Europeans: and Americans are fighting. together 


in the periphery, including forces from a much 
broader range of countries (such as Germany, as 
well as the Eastern bloc countries) than ever were 
involved during the cold war. Even more striking 
is the high level of current transatlantic consensus 
about the proper purposes of such interventions. 
Since the end of the cold war, a period that has seen 
well over a dozen major military interventions by 
Western powers, fundamental disagreement has 
arisen in only one case: Iraq in 1998-2003. (I set 
aside tactical disagreements over the timing and 
mode of Balkans interventions, which were in any 
case eventually resolved.) 

The “war of choice” in Iraq is truly an excep- 
tion that proves the rule, since it.is now widely 
viewed in retrospect as a policy error—of a sort 
that would be unsustainable as an instrument of 
US policy more than once in a generation. Post— 
cold war transatlantic consensus with regard to 
the use of force contrasts strikingly with relations 
during the last 25 years of the.cold war, during 
which the United States and Europe disagreed on 
almost every major unilateral military interven- 
tion after Korea. In many cases Europeans voted 
against their US allies.in the UN or even funded US 
enemies, as in Latin America. 

Liberal theory’s emphasis on the convergence 
of state preferences as a precondition for coop- 
eration, rather than the -realist focus on power 
balancing, leads to the prediction that US-EU 
cooperation is likely to persist: 


DECENTRALIZATION WORKS 

Europe, it is often argued, must unify in order 
to become a superpower. Proposals to achieve this 
include an expansion of majority voting, a central- 
ized spokesperson, mandatory common policies, 
a common European military force, a European 
defense industry policy, and so on. Centralization 
is often taken to be the measure of effectiveness. 
If centralizing reforms fail, European defense and 
foreign policies fail as well. 

In fact, Europe has centralized a number of 
important policies: on trade, enlargement, regula- 
tion, UN issues, and many more. But many FU 


‘ policies, particularly the more “political-military” 


ones, remain essentially decentralized. Is Europe 
destined to remain, as Henry Kissinger once said 
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of Germany, an “economic giant and a political 
dwarf”? 

Not as much as it may seem. Europe often 
functions very effectively.as a rather decentralized 
network of governments—at times more effec- 
tively than it would if it were more centralized. 
During the cold war, European security policy was 
dominated by the task of establishing a collective 
deterrent against potential Soviet intimidation or 
attack. This task required extremely. credible com- 
mon positions. The result was a centralized insti- 
tutional and ideological apparatus. Considerable 
pressure was placed on any government that 
strayed from common NATO policy. 

Post-cold war security challenges, by contrast, 
do not generally involve direct and immediate 
security threats to Europe, beyond homeland 
security concerns. The challenge is rather to 
encourage a subset of countries to deploy a mod- 
est force against a smaller enemy in pursuit of a 
secondary security concern. It is’ unrealistic to 
bt the EU or any international organization 
to “pre-commit” governments to act in such cir- 
cumstances. And needless to say, governments in 
Europe are unlikely to relinquish sovereignty to 
form a common European army. They did not do 
so during the cold war, when the threat was more 
serious than it is today. Given the smaller scale 
and less imperative nature of current operations, 
it is often unnecessary, even counterproductive, 
for all nations to be involved in any given action. 
The more decentralized, “coalition-of-the-willing” 
form of Europe today may thus be more effective 
because it is more flexible. Particularly in con- 
ditions of incomplete consensus, decentralized 
institutions may be better suited to the challenges 
facing the continent. _ % `; 

The Treaty of Lisbon, the compromise con- 
clusion of the European Cohstitution, though 
much maligned, in fact has done a good deal to 
improve the European balance of ‘centralization 
and flexibility. It has created a European “foreign 
minister” figure who can set the agenda for EU 
decision making, represent the EU abroad, and 
reduce competition among EU institutions. But 
the treaty also facilitates the use of EU institutions 
for military activities by subgroups (“coalitions of 
the willing”) among EU countries. In any case, it 
is unnecessary for Europe to unify or centralize far 
beyond what it has already done in order to reap 
the benefits of its power. 


RISING IN TANDEM 

The world today is bipolar. There’ are, and 
will remain for the foreseeable future, two global 
superpowers: the United States and Europe. Only 
these two actors are consistently able to project 
a full spectrum of “smart power” internationally. 
And European states possess an unmatched range 
and depth of civilian instruments for international 
influence. Because the post-cold war world is 
continuously becoming a more hospitable place 
for the exercise of forms of power that are, in prac- ` 
tice, distinctively European, Europe’s influence 
has increased accordingly. There is every reason to 
believe this trend will continue. 

This is not to deny that a number of other 
great powers—the United States, China, and India 
among them—are also on the rise. This may seém 
contradictory: How can most great powers be 
“rising” at once? In fact, this is a puzzle only for 
realists, who assume that the aims of governments 
conflict in a zero-sum fashion. From a liberal per- 
spective, the notion that more than one country 
gains influence at the same time is quite natural, 
as long as the environment is essentially positive- 
sum and the countries’ aims are compatible. 

The rise of other powers—the economic’ suc- 
cess-of China, the military prowess of America, 
the emergence of new partners on Europe's bor- 
ders—has not undermined Europe's rise; it has 
enhanced it. 

Nevertheless, in Washington, Europe is still 
widely viewed as a declining region, barely able 
to take care ‘of its own geopolitical interests, and 
increasingly irrelevant unless it centralizes its 
policy making. It is ironic that this should be so 
at a time when high Us officials have unanimously 
embraced the need for more “smart power”— 
backing up military power with civilian initia- 
tives—yet the American political system seems 
consistently unable or unwilling td generate the 
resources for such an. effort. 

Rather than discussing the obvious possibili- 
ties for complementarity, the transatlantic debate 
remains mired, as it was 10, 20, and 40 years ago, 
in discussions of military burden-sharing—today 
in the form of questions about who is providing 
troops to Afghanistan for a counterinsurgency 
mission that US and European analysts agree will 
fail without a massive civilian surge, This is a fail- 
ure to learn lessons not simply from history, but 
from international relations theory, a 
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“The form of the welfare state may change, but . . . European nation-states will 
continue to view public responsibility for citizen welfare as an important role.” 
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` Turning Point for 
_the European Social Model? + 


STEIN KUHNLE 


T= year 2010 was supposed .to be a year and the International Labor Organization (ILO), 


. of jubilation in the European Union. poverty and income inequality are on the rise 
. According:to the Lisbon Strategy, a devel- in many EU countries. In capitals. from Madrid ` 
opment plan agréed to by the European Council _ to Berlin it would be conceded that—to say the 
_ at the turn of the millennium, this was supposed least—Europe has-not achieved the goals that it 
to have been the benchmark year for establishing set for itself:in the Lisbon Strategy. Governments, 
- the EU as the world’s most competitive, dynamic, in fact, would probably rather not be reminded of 
knowledge-based economy. Hopes for the conti- the bold strategic statements to which they signen 
nent might plausibly have been raised too at the on 10 years ago. 
end of 2009, when the Czech Republic became the .Now, with Europe's aoa of taking the kai in 
final EU member state to.ratify the Lisbon Treaty, global economic competition by 2010 clearly out 
. the revised constitutional document that aims to of reach, it must be.asked: What about the’con- 
give the union greater efficiency and a stronger tinent’s welfare state? Has the situation changed 
international voice. dramatically over the past decade? Is it possible 
But one finds no jubilation in the EU ida that 2010 will come to represent a dismal turning 
just economic hardship. Among the 27 EU states, point for the so-called European social model? 
only Poland recorded growth in its 2009 gross Is there hope for the European welfare system 
domestic product (GDP). The other 26 experi- after the crisis? THe only. certainty about the 
enced declines; with the suffering worst in the 3 future is its uncertainty. But before we assess the 
Baltic countries, which. saw GDP drops of between European social. model's prospects, let us mor 
13 and 18 percent. Unemployment last year reg- consider its histonicak opsion ; 


istered 20 percent in Latvia and Spain; the most te 
moderate unemployment rates; around 4 to 4.5 OH, ANOTHER CRISIS - 
percent, were seen in the Netherlands and Austria. '. Since'thé early:1970s the welfare state nae gen- 


Obviously, these figures reflect the immediate, erally been characterized as experiencing crisis or 
serious consequences of the global financial crisis. heading for crisis. For example, the oil shock of 
They also show that enormous. variations charac- 1973 séverely affected the developed world in eco- 
terize different countries” exposure to the crisis nomic and. political terms and triggered the end 
‘and prospects for recovery from it. Making matters of the.so-called golden age of the welfare state. 
more complex, many member states struggle with “Golden age,”: though the designation can be 
high public debt (Greece and Italy are particularly contested, refers to an unprecedented era starting 
bad off in this regard). In addition, as detailed at the end of World War II and continuing until 

` in recent reports.from both the Organization for the mid-1970s. This‘ era was marked in Western 


Economic Cooperation and Development (OECD) Europe:by the steady growth of market econo- 
2 : mies, rising quality of life and well-being, and the 
simultaneous exparision of social security, health, 
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University of Bergen, Norway, and-a professor of com- and higher education SYSTEMS; 
parative social policy at the Hertie School of Governance In the 1970s, however, ‘ ‘government overload” 
in Berlin. >. ` ; and fiscal constraints, along with stagflation and 
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rising unemployment, became the political and 


academic talk of the decade. A genre of books on ` 


the crisis in the welfare state began to emerge. 
This amounted to a new industry, one that has 
been productive ever since, thanks’ partly to sus- 
tained demand at institutions of higher learning 
for curricula making critical assessments of the 


welfare state and mass media eagerly searching 


for bad news. 

A sample of book titles serves to illustrate the 
persistent concern with the welfare state’s problem- 
` atic aspects—be they political, economic, social, 
or moral: The Fiscal Crisis of the State (1973); 
The Welfare State in Crisis (1981); Contradictions 
of the Welfare State (1984); Growth to Limits: The 
Western European Welfare States Since World War 
II (1987); The Welfare ‘State in Transition (1987); 
The Myth of the Welfare State (1989); Dismantling 
the Welfare State? (1994); Challenges to the Welfare 
State (1998); The End of the Welfare State? (1994); 
and Why We Need a New Welfare State (2002). 

But the title of one edited volume—a volume 
for which I accept responsibility—stands out as 
different: Survival of the European Welfare State 
(2000). In that book’s conclusion I argued, based 
on empirical studies from most Western European 
countries, that the welfare state’s survival was not 
just possible but likely—and moreover, desirable, 
at least insofar as the majority of European voters 
and political parties were concerned. 

Indeed, in ‘highly taxed countties such’ as 
Denmark and Norway, by the end of the 1990s 
even right-wing populist parties that had started 
out opposing high taxes, bureaucracy, ‘and state 
welfare had matured in their parliamentary prac- 
tice into strong defenders of the welfare state. And 
although examples of welfare retrenchment of 
one kind or another can be identified in the years 
since the turn’ of the century, Europe’s welfare 
states have not been dismantled. 

Reforms both large and small have continuous- 
ly been on the agenda, some with the aim of lim- 
iting future social expenditures, or at least their 
growth. But other reforms have aimed for further 
expansion of social rights and entitlements, espe- 
cially in the field of family policy. The-past decade 
has witnessed the development of more generous 
programs for maternity and parental leave and 
more generous child allowances, as well as the 
expansion of publicly subsidized daycare centers 
and kindergartens. 

The. proportion of (usually increasing) GDP 
spent on social -policies of all kinds has gener- 


ally risen across the European continent since the 
trumpet of crisis was first blown more than 35 
years ago. More importantly, real social expendi- 
tures per capita have increased. 

This observation might: lead one to believe 
that the welfare state’s financial, social, and 
political crisis is escalating. More benignly, one 


` might focus,on the ability of democratic sys- 


tems to adapt their -social and welfare practices 
in accordance with shifting demographic and 
socioeconomic circumstances, as well as shift- 
ing voter preferences. I am inclined to favor the 
second approach. f 

But in light of recent developments, is the 
expectation of survival for the welfare state still 
sustainable? And has the global financial and eco- 
nomic crisis—which may still be far from over— 
changed the parameters according to which we 
assess the European social model? 

I believe that the form of the welfare state 
may change, but that European nation-states will 
continue to view public responsibility for citizen 
welfare as an important role. -- 


WELFARE ON THE MARCH / 

The welfare state is a European invention. The 
continents welfare state institutions boast a long 
history, and in fact predate the concept of the 
welfare state itself. The term “welfare state” was - 
already used to some extent in the nineteenth 
century, in several languages, with various con- 
notations. But it gained popular, political, and 
academic currency only after 1945—many years 
after Otto von Bismarck introduced the first 
broad-based, nationwide social security institu- 
tions in the 1880s. 

In the United States, meanwhile, the concept’s 
currency is weaker. If the term “welfare state” is 
used there in the political and media arenas; it is 
mostly with a negative connotation. This contrast 
reflects the different meanings of “welfare” on the 
two sides of the Atlantic, and also the two conti- 
nents’ different expectations-for and conceptions 
of the role of the state. 

Until the interwar period, welfare state institu- 
tions were almost éxclusively a Western European 
phenomenon (if we include as European the set- 
tler nations of New Zealand and Australia). But 
thanks partly to the role played by a pioneering 
international organization, the ILO (which was 
created in 1919), ideas, institutions, and models 
for social insurance and protection spread around 
the world in the 1920s and 1930s—toward Eastern 


Europe, the Soviet Union, Japan, and North and 
South America. 

Today, almost every country in the world 
operates at least one social insurance or security 
scheme. The most common plans cover health 
care or pensions, while the least common provide 
income in case of unemployment. To be sure, a 
plethora of ways to organize and finance social 
security and health care has emerged, involving 
different principles of eligibility for receiving pub- 
lic benefits (in cash or in kind) that are based on 
need and means testing, on merit (for example, 
achievements in the labor market), or on social 
rights (for example, citizenship). Even so, seen 
from one perspective, the European welfare state 
has met a critical test of success: It has been glo- 
balized. 

In Europe, welfare state institutions have sur- 
vived the biggest crises imaginable: two world 
wars. In Europe, in fact (though not in the United 
States, for reasons too complicated to address 
here), the two world wars resulted in a leftward 
tilt in politics. New goals were set for the govern- 
ment’s role in welfare. 

Today, the economic cri- 
sis seems to have resulted 
in another strengthening of 
government's role in wel- 
fare matters. More than has 


The particularities of national welfare 
states persist, and no unified European 
welfare state is on the horizon. 
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United States—of government- responsibility for 
establishing basic income levels, reducing i income 
differences, and creating jobs for everyone. 


. WHAT IF? 


It is in the nature of the social sciences that we 
cannot determine what Europe would look like 
today were it not-for the continents extensive, 
long-term buildup of national welfare states. Most 
likely, however, Europe would be more unequal 
and more politically and socially unstable. It 
can be reasonably argued that many European 
countries in recent decades have more smoothly 
confronted various economic crises, and at a more 
limited social cost, than would have been the case 
without comprehensive social security. 

One might likewise argue that in an ever more 
integrated and interdependent world, it makes 
political sense for a “welfare state buffer” to 
reduce vulnerability to sudden external shocks. 
Finland and.Sweden came through economic cri- 
ses at the beginning of the 1990s without suffering 
a significant rise in poverty or income inequal- 

ity, and this was without 
question thanks to their 
advanced, comprehensive 
welfare systems. 

European welfare states 
are ‘not static. In spite of 





been true over the past 20 
years, voters are looking to 
the state for social protection and care. 

Social democratic and left-wing parties have 
hardly been the big electoral winners recently, 
even though the world is undergoing what many 
describe as a crisis of capitalism. But explanations 
for this oddity can be provided. One is that a 
strong state role in welfare is largely agreed upon 
across the landscape of European political parties. 
Thus, on these issues the social democrats cannot 
claim to be unique defenders of citizens’ welfare 
interests. Another factor is that many social demo- 
cratic parties have themselves been responsible for 
financial deregulation efforts over recent decades, 
and can be blamed as much as other parties for the 
crisis and its social effects. 

In any case, we know from international, com- 
parative surveys that belief in a strong government 
role in welfare and social policy has been, and is, 
more pronounced in Europe—east, west, north, 
and south—than' elsewhere around the globe. 
European voters are generally far more support- 
ive—compared, for example, with voters in the 


much “path: dependency” 
and “institutional sticki- 
ness,” small and large reforms in the welfare state 
take place continually. One sees general trends 
toward stronger privatization elements in pension 
schemes—that is, requiring people to take greater 
responsibility for their future pensions; toward 
increased government demands for individual 
copayments in public health care; and toward the 
growth of private health insurance and private 
providers as an alternative, or rather, as a supple- 
ment to public health care provision. 

But this is not a zero-sum game. Public and 
private welfare provision and expenditures can 
rise at the same time. Growth in private solutioris 
does not necessarily reflect a reaction to inefficient 
or low-quality public provision. It may also reflect 
the fact that health and pensions count as con- 
stant, high-priority concerns for individuals—and 
that many people can now afford to pay for better 
or quicker service in the private market. 

Of course, a challenge in this is that the welfare 
state risks becoming socially segmented, with the 
well-to-do relying more on private solutions and 
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the modest of means on public schemes. This in 


_ turn risks the social differentiation of political 


interests when it comes to paying taxes for public 
schemes, which in turn could lead to less gener- 
ous state welfare’ provision in the future—and 
further reinforcement of social segmentation. 

Other recent trends in European (national) wel- 
fare states include stronger targeting and means 
testing; so-called “flexicurity” (promoting flexibil- 
ity in labor markets while retaining employment 
security); and an emphasis on increasing gainful 
employment while reducing the number of people 
taking disability benefits, unemployment benefits, 
or social assistance. 

Family policies, on the other hand, have 
expanded and become more generous. This 
change has happened with the blessing of the 
EU and the OECD, both of which favor policies 
that better reconcile work and family life. It also 
reflects concerns about gender equality, low birth 
rates, changing demographic compositions, and 
the financial sustainability of the welfare state. But 
these trends underscore the resilience and adapt- 
ability of Europe’s social model. 


l, WE, EU 

Social policy in Europe remains primarily a 
national responsibility, a responsibility that also 
secures the political legitimacy of nationally elected 
parliaments and governments. In fact, nation- 
al welfare states—in many different institutional 
shapes—were already rather well:developed when 


. the European Economic Community (EEC), the 


predecessor of the EU, was created in 1957. Thus 
there was no immediate functional or political need 
for social policy making at the European level. - 

But policies at the European level are having an 
increasing impact, whether direct or indirect, on 
national social policies. The social dimension of 
the union has become stronger over time, partly 
as a political response to the free movement: of 
citizens and labor and also to promote fair eco- 
nomic competition. Thus, member states have 
agreed on a stronger regulatory role for the EU 
in fields such as labor standards, working condi- 
tions, and workplace safety; coordination of social 
rights for both migrant workers and citizens; anti- 
discrimination efforts; and minimum standards 
for maternity leave and: parental leave. In addi- 
tion, the European Court of Justice, in its role as 
interpreter and judge of laws, has been growing in 
importance. Laws made at the EU-level supersede 
national laws. ; 


As. a political response to the: free move- 
ment of capital, the EEC early.on developed the 
‘European Social Fund. The union then created a 
Regional Development Fund, in the 1960s, and 
a European Globalization Adjustment Fund, in 
2006. Common. to these initiatives is the goal 
of transferring capital and financial support to 
poorer or deindustrializing regions while. ‘pre- 
venting the concentration of capital in the rich- 
est, most populous areas of Europe. (Otherwise, 
such concentration would have been a likely 
consequence of the free movement of capital.) 
The EU also adopted a minimum general value- 
added tax rate of 15 percent. This preempts a 
tax race to the bottom, something that would 
undermine the scope and generosity: of the wel- 
fare state among EU members. 

Over the past 10 to 12 years, the EU has tried to 
strengthen the social dimensions of the European 
integration project by adopting the “open meth- 
od of coordination,” which is an example of 
“soft law.” Member states agree on common 
procedures, goals, and - i 
guidelines for. develop- 
ing policies in various 
fields related to social 
policy, such as employ- 
ment, social inclusion, 
pensions, and health. 
All member states then 





The welfare state risks becoming 
socially segmented, with the well-to-do _ 
relying more on private solutions and the 
modest of means on public schemes. 
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ernment, and Chinese authorities over most of the 
past 30 years have put an.emphasis on building a 
market economy and peig public Tee poneibils 
ity for welfare. 

But China watchers alert us to the fact that, 
since about 2002-03, the :Chinese authorities 
have begun taking ‘a significantly greater: inter- 
est in social welfare issues and in social models 
from abroad. Social challenges—and the risk of 
political instability—are at least: as serious in 
China as in Europe. And the choices: China makes 
about its social model, in a globalizing economy, 
will of course be important for the. future of the 
European welfare state. (China seems destined to 
overtake the United States as the world’s biggest 
economy in this century, and. has recently dis- 
placed-Germany as the export champion.) 

While the role of the EU.is stronger, than in the 
past, thé particularities of national welfare states 
persist, and no unified European welfare state is 
on the horizon. Policies and legislation differ from — 
country to country, and the unification and har- 
-monization of social poli- 
cies, even if such a thing 
were politically desired ` 
by all member states, 
would be very difficult to 
achieve—it is legally (and 
politically) complex, not 
to mention time-consum- 





must develop: national 
action plans and measure the plans’ effectiveness 
according to agreed indicators. 

This method opens the way for political learn- 
ing, and for comparing best practices through a 
system of monitoring, reporting, evaluation, and 
peer review. It is still basically up to the member 
states to decide on policies, but studies reveal 
tendencies (as we might expect) toward “ide- 
ational convergence” across member states. Cross- 
national social policy communities are created, 
and these are likely to lead to the constructive 
exchange of ideas and diffusion of best practices 
and: solutions. 

Although the EU was not created to develop a 
European welfare state; it has-become gradually 
more important in social matters—so much so 
that the concept of the “European social model” 
is now widely recognized. We do not hear much 
about an American social model or—so far—a 
Chinese social model. American politicians and 
voters take a less enthusiastic view than their 
European counterparts of the social role of gov- 





. ing, to harmonize differ- 

ing national laws ‘that protect. individual social 
rights. 
In short, this issue is not on Europe’s agenda 
and is not likely to get there. France has always 
been in favor of more harmonization, Germany 
opposed. Britain wants a less socially ambitious 
EU. Sweden is concerned about maintaining its 
high standard of public welfare and is not eager 
to adjust to a European mean, which unification 
or harmonization might imply. 

The latest enlargements of the EU, in 2004 and 
2007, added to the heterogeneity of social security 
and welfare systems. The addition of 12 member 
states, 10 of which had recently undergone. transi- 
tions to democracy and market economies, and all 
of which had recently introduced new schemes for 
old age pensions—schemes different from those 
in place in the old member states in the west— 
also argues against any, imminent expectation of 
a unified European welfare state. Nor do we see 
much evidence in Europe of convergence in social 
expenditures as a proportion of GDP. 
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Nevertheless, the breakdown of historically dis- 
tinct welfare regimes in different parts of Europe is 
made more likely by the common challenges faced 
by member countries, as well as by common anal- 
yses of problems and the creation: of-new forums 
(such.as the open method of coordination) ‘for 
exchanges of ideas and knowledge across national 
social policy communities. 


CAPACITY FOR CHANGE 

What future can be foreseen for the European 
social model? The global economic crisis has cer- 
tainly put a strain on welfare states. But history 
teaches us that European welfare states tend to 
survive crises and that they are’ largely capable 
of making reforms seen as necessary. by major 
political parties. Eligibility requirements for social 
benefits—and the generosity. of the benefits— 
have been modified in efforts to sustain welfare 
: programs for all citizens. Such reforms are made 
in expectation of changing population structures, 
particularly decreases in the proportion of eco- 
nomically active people to “dependent” individu- 
als and economically inactive population groups. 
But we can also'observe much continuity in poli- 
cies and institutions. ` 

Europe's welfare challenges are not unique in a 
globalized world, but, in any case, relatively exten- 
sive public responsibility for citizen welfare is per- 
haps no handicap in a global, competitive context. 

- Welfare reforms are constantly on the agenda; 

indeed, reforms are necessary to secure the finan- 
cial and political sustainability of the welfare state. 
A different mix of public and private respon- 
sibilities for welfare—along with a renewed, 
strengthened role for the so-called “third sector,” 
somewhere between the state and the market—is 
likely to develop. We may expect greater social 
segmentation in welfare, but not the dismantling 
of overall public responsibility for it. 


An important driver of social policy reforms and - 


adjustments is demographic change, in Europe as 
elsewhere.’ Challenges are presented by the aging 
of society, low birth rates, declining popula- 
tions, rising expenditures. on pensions, changing 
dependency ratios, decreasing tax bases, and an 


anticipated increase in the need for health care 
and social services. 

Other challenges: to. the welfare state include 
changing family structures (such as an’ increase 
in single-parent families and one-person house- 
holds); -changes in the labor market (atypical 
work, part-time work, short-term contracts, more 
spells of unemployment); increasing cross-country 
migration and pressure on social integration, and 
greater social inequalities and relative poverty. But 
seen from a long-term perspective, challenges of 
various kinds are nothing new. 

To return to the question formulated earlier: 
Has the European ‘social model reached a criti- 
cal turning point in 2010? My answer would be 
no. ‘The Lisbon Strategy, which was admittedly 
and unsurprisingly too optimistic about the EU's 
role in the global economy, did not set economic 
growth as an objective in itself. Growth was seen 
rather as a tool for improving the welfare of EU 
citizens and of others legally residing within the 
union’s borders. The Lisbon Strategy in effect set 
goals for social integration. All of this reflects the 
fact that social policy is increasingly recognized as 
an investment in future economic a not as 
an economic burden. 

The current economic crisis and its environ- 
ment of austerity have put such a strategy to an 
unforeseen test. But Europe, with its rather com- 
prehensive welfare states, which serve as buffers 
against severe adverse social consequences, would 
seem to have a better foundation for renewed eco- 
nomic growth than many other regions with less 
developed welfare states. 

The concept of the European social model is 
vague and “political,” but it serves both as a vision 
for common European social and welfare policy 
goals and as a description of the ways in which 
European social policies are organized. Social and 
welfare policies rank as persistently important 
concerns to European voters. The continent's 
democratic welfare states have shown. themselves 
capable of learning and adapting. And this capa- 
bility has no more disappeared today than it did in 
the 1970s. One should not expect radical changes 
any time soon in’ European welfare states. Ml 





East Europe Rides Out the Economic Storm 


JANUSZ BUGAJSKI 


uring the past year, as recession has 

swept relentlessly across Central and 

Eastern Europe, the countries that are 
Europes newest democracies and the European 
Union’s newest members have experienced crisis 
for the first time since their transition away from 
authoritarianism. While some doomsayers and 
a few Marxist diehards predicted that the crisis 
would cause the demise of liberal. economics in 
the region and even bring significant reversals in 
democratic consolidation, the picture that has 
emerged is much more, nuanced and less apoca- 
lyptic. 

Despite dire initial forecasts, no wholesale eco- 
nomic, banking, or currency collapse has occurred 
in Central and Eastern Europe (CEE)—the region 
that encompasses Europe’s formerly communist 
states. (This includes the Eastern bloc countries 
west of the post-World War II border with the 
Soviet Union, the independent states of the former 
Yugoslavia, and the three Baltic nations.) 

No CEE country has thus far defaulted on its 
debts, no reversals in reform efforts have been 
evident, and no systemic political failures. have 
occurred, though several governments have been 
replaced. Likewise, social unrest and organized 
political extremism have been limited. No surge 
has been seen in yearnings for the pre-market 
‘system, state control of the economy, or r national 
protectionism and isolationism. 

In short, though the region has been economi- 
cally battered, it has largely weathered the storm. 
Nonetheless, each Central and Eastern European 
country is bracing for further economic and social 
challenges, which will continue to test the stabil- 

_ity of political institutions. 
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MARKET SHOCKS . , 

Economic analysts. have appraised the new 
EU members from Central and Eastern Europe 
in terms of the impact that the recent recession 
has had on them and placed tthe countries into 
three categories: the resilient, the uncertain, and 
the suffering. For the countries in each of these 
categories, long-term political implications exist. 

The “resilient” group consists of those coun- 
tries that have. most:readily endured the eco- 
nomic upheaval. They display relatively strong 
macroeconomic indicators and are pursuing 
prudent fiscal policies. In, three ‘such coun- 
tries—Poland, Slovakia, and Slovenia—domestic 
politics has remained stable. In the one such 
country—the Czech Republic—where a gov- 
ernment has been replaced, it was not a direct 
consequence of the economic crisis, but rather 
because of internal scandals, political infighting, 
and narrow electoral majorities. 

The “uncertain” group consists of countries 
that have only partially ‘coped with ‘the, eco- 
nomic downturn and’ face further, disruptions 
as the effects of falling exports, limited. invest- 
ment, and restricted credit become. more: appar- 
ent. These countries include Lithuania, Estonia, 
and. Bulgaria. The “suffering” group is made up 
of those countries in which the economic pain 
has been most severely felt and where; largely as 
a result of a “shock decline” in credit and foreign 
capital, governments have fallen. Latvia, Hungary, 
and Romania fall in this category. 

In addition, conditions among EU aspirants 
bordering the CEE region appear extremely mixed. 
Nations that are heavily indebted to foreign lend- 
ers, such as Ukraine, face acute economic prob- 
lems, while countries less dependent on financial 
markets, including Albania, have avoided the 
worst of the-storm: 

As a result of the fnna crisis, a, credit 
crunch, and a-prolonged recession, most CEE 
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economies have shrunk for the first time since 
they -began to undergo systemic transformation 
in the early 1990s. During the past decade, the 
region had experienced an average growth rate of 
almost 8 percent per year. In 2009; however, gross 
domestic product across the region was estimated 
to have declined by 6.2 percent, and only modest 
recoveries are forecast for 2010. 


In the most severely battered “states, GDP ` 


growth had been driven by heavy external bor- 
rowing, which exposed these countries to finan- 
cial squeezes. All CEE states except for the Czech 
Republic ran current account ‘deficits ‘in 2008 
of more than 5 percent of GDP. The deficits of 
some Balkan countries, including Bulgaria and 
Serbia, were as high as 20 percent of GDP. Thus 
the region was especially vulnerable! to the global 
credit crunch. 

The three Baltic countries of Latvia, Estonia, 
and Lithuania were the first to suffer; their housing 
bubbles burst in the fall of 2008. By the end of that 
year, the disappearance of credit and a steep drop 
in consumption began to affect the entire region. 
Throughout 2009, CEE 
countries witnessed , export 
declines of up to 30 percent: 
Unemployment rates soared 
into double digits. Foreign 
direct investment shrank, 





The economic storm raging 
across Europe will probably 
place EU enlargement on hold. 


a 


Meanwhile, to streamline government spend- 
ing, states across the region have cut public sec- 
tor jobs, reduced pensions-and state salaries, and 
curtailed expenditures on public services. And the 
new middle classes of Central and Eastern Europe 
have suffered a serious economic reversal because, 
believing the boom times would last indefinitely, 
ey had accumulated substantial debts. 


POLITICAL WAVES 

Several governments in the region have fallen 
largely because deteriorating economic conditions 
reduced their parliamentary support and provoked 
political ruptures in ruling coalitions. However, 
there has been no domino effect through the 
region, and no lurch toward leftist or rightist radi- 
calism. Fallen governments have been replaced by 
new center-right or center-left coalitions, while 
electoral support for ultranationalists or radical 
populists has remained limited. , 

The most obvious indicator of voter dissatisfac- 
tion has been low turnout in national elections, and ` 

especially for the European Parliament (EP) elec- 
tions in June 2009. Several 
extremist groupings in CEE 
countries profited from the 
economic malaise and gained 
EP seats in excess of their 
popular support—they were 





with little prospect of- stag- 
ing a strong return. Recovery 
-today remains contingent on maintaining fiscal dis- 
cipline and attracting new investors, as well as on 
the speed and scale of recovery in Western Europe. 

Among the EU members that have joined 
since 2004, Hungary has experienced the greatest 
financial problems: because it had accumulated 
substantial foreign debts and relied excessively 
on cheap international credit. The crisis in global 
credit markets restricted Hungary's access to inter- 
national financing, arid Budapest needed a $16 
billion assistance package from the International 
Monetary Fund (IMF) to prevent a balance of pay- 
ments crisis. Romania has also been vulnerable 
to financial market turmoil, and witnessed a GDP 
drop of over 7 percent in 2009. uoi 

The Baltic states, of course, underwent a major 
downturn after their housing bubbles burst, with 
GDP contractions for 2009 estimated to exceed 18 
percent in Latvia and Lithuania, and 13 percent 
in Estonia. (This was mainly because of these 
nations’ large current account deficits and their 
difficulties in obtaining fresh credit.) 





better able than the larger 
parties to mobilize their elec- 
toral base. A similar situation prevailed in Western 
Europe, where radicals from Britain, Holland, 
Austria, and other nations also gained EP seats. 

It is unclear, however, whether a greater role for 
radical groups in the EP, and their opposition to 
further EU integration, will raise their stature and 
increase their electoral support. Several CEE coun- 
tries, including Slovakia, Hungary, and the Czech 
Republic, are due to hold parliamentary elections 
in 2010. These will be closely monitored for any 
surge in support for extremists. 

Paradoxically, the CEE countries that experi- 
énced the fastest GDP growth in the past décade— 
Latvia and Hungary in particular, as well as 
Estonia and Lithuania—have since 2008 suffered 
economic decline most acutely, because they’ were 
overly reliant on large-scale lending in the finan- 
cial markets. This has been very disorienting for 
citizens, who must face unfulfilled or suddenly 
deflated expectations. 

Thus Latvias center-right government resigned 
in February 2009 under immense political and 


social pressure (there was rioting), as the gov- 
ernment confronted an enormous budget deficit 
and the nation’s economy faced bankruptcy. The 
successor center-right coalition government has 
implemented severe austerity measures and made 
strenuous efforts to explain to the public the 
necessity of drastic expenditure cuts to avoid a 
more intense crisis. 

Hungary's Socialist administration has precipi- 
tously lost its support base since the onset of the 
recession. The government faces growing resent- 
ment over its policies amid a steep decline in gross 
wages for public employees. Mass protests and 
political infighting regarding how to deal with 
public spending led in March 2009 to the resig- 
nation of Prime Minister Ferenc Gyurcsány and 
his replacement by the “independent entrepre- 
neur” Gordon Bajnai. The opposition, center-right 
Fidesz-Hungarian Civic Union party looks set to 
win parliamentary elections in the spring of 2010 
despite Bajnai’s efforts to stabilize the economy. 

Hungarian commentators have warned about 
the rise of the ultranationalist and anti-minority 
Jobbik party, which is feeding off public disaffec- 
tion and could gain a sizable parliamentary bloc. 
Jobbik came in third in the EP elections in June 
2009 with almost 15 percent of the vote and is 
projected to capture some 10 percent in national 
elections. However, the leaders of both major par- 
ties say they will not enter into a coalition govern- 
ment with Jobbik. The more immediate danger in 
Hungary and other countries facing parliamentary 
elections in 2010 is the temptation for the govern- 
ing party and the opposition to ease off on sup- 
porting essential austerity measures in order to 
secure electoral support. - 


NO CONFIDENCE 

Romania is experiencing political turbulence 
in the midst of a growing economic crisis and 
a mushrooming budget deficit. Public service 
workers have staged protests against job losses 
and static or falling wages. The narrow and dis- 
puted reelection of President Traian Basescu in 
December 2009 has hindered the emergence of 
a stable government; the new administration 
only has a slim parliamentary majority. Indeed, 
the country was without a government between 
early October 2009 and the end of December fol- 
lowing the ouster of the minority administration 
of Prime Minister Emil Boc in a parliamentary 
no-confidence vote. Several attempts by Basescu 
to nominate a new government failed, producing 
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gridlock between a caretaker administration and 
the parliamentary majority. . 

Romania’s political conflicts have harmed the 
country’s economy. The draft of the governments 
2010 budget was frozen for several months, and 
the third tranche of an IMF loan was postponed 
until the passage of a new national budget. 
Parliament finally approved the budget in mid- 
January 2010, but continuing. uncertainties about 
state spending may have serious implications for 
fiscal discipline and could even precipitate a crisis 
in Bucharest's debt repayments. The full pack- 
age of credits from the EU, IMF, and World Bank 
amounts to 20 billion euros; this.has saved the 
country from outright bankruptcy. 

The Czech government of Prime Minister Mirek 
Topolanek lost a parliamentary -no-confidence 
vote in March 2009. A provisional administration 
of “experts” was formed under Prime Minister Jan 
Fischer and was due to hold office until the spring 
of 2010. However, the fall of the government was 
not the result of the Czech Republic’s huge for- 
eign debts, disappearing credit, or severe austerity 
measures. Instead, Topolanek was brought down 
by government corruption scandals. 

Bulgaria held elections in the midst of the 
economic crisis in July 2009. The Socialist-led 
coalition government was soundly beaten by a 
new center-right party, Citizens for the European 
Development of Bulgaria, led by Prime Minister 
Boiko Borisov, who pledged to root out offi- 
cial corruption and state mismanagement. The 
ultranationalists did not greatly benefit from the 
economic troubles, increasing their vote share by 
only 1.3 percent compared to the 2005 elections. 
However, there are fears that if the economic cri- 
sis persists, the new Bulgarian administration will 
yield to pressure to increase public spending and 
thus worsen the financial picture and preclude 
large-scale international assistance. 

Recent opinion polls in much of Central and 
Eastern Europe indicate that a majority of ordi- 
nary citizens distrust their political elites and 
much of the business class, who they believe have 
benefited unfairly from economic reforms and are 
not suffering from the recession. However, in no 
country does majority support exist for a return to 
state control, although some sectors of the popu- 
lation favor a strong-handed leader. 

In most states; citizens simply want a compe- 
tent, honest government with a viable economic 
program. This helps explain why new political 
parties emerge during each election cycle and gain 
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significant popular support—before withering 
away at the next general election, as the public 
becomes disillusioned because of unmet cam- 
_ paign promises. However, the democratic systems 
themselves in Central and Eastern Europe are not 
under serious threat, and each country’s institu- 
tions seem sufficiently resilient. 


WEST AND EAST WINDS . 

In several CEE countries, significant sectors 
of the population believe that EU integration has 
actually damaged their national economies and 
contributed to the recession. According to a Pew 
Research poll taken in the fall of 2009, 71 percent 
of Hungarian citizens view the EU’s economic 
impact negatively, as do 63 percent of Bulgarians. 
(It is worth noting that this sentiment is not con- 


fined to Central and Eastern Europe: In France 


the number stands at 55 percent, and in Britain it 
is 54 percent.) 

Yet, despite these figures, general elections 
among the CEE countries have not favored anti- 
European movements, and 
mainstream parliamentary 
parties continue to support 
deeper EU integration. In 
Poland, for instance, after 
six years of the country’s EU 
membership, electoral sup- 





The CEE countries that experienced 
the fastest GDP growth in the past 
decade have since 2008 suffered 

economic decline most acutely. 


Both Slovakia and Slovenia, having adopted the 
euro, remain relatively immune from the currency 
volatility evident in much of Central and Eastern 
Europe. 

Ultimately, while EU accession does not fully 
shelter countries from economic hardship, mem- 
bership does ensure interdependence and shared 
responsibility for economic stability, and it is safer 
than being outside the union. Clearly, the EU will 
not allow systemic banking failure or national 
default in any member state, and it has worked 
closely with international financial institutions to 
provide emergency assistance. 

Many fear, however, that the EU will now be less 
focused on countries neighboring the union, espe- 
cially those in the Eastern Partnership Program 
(EPP), which was launched in May 2009 with 
Ukraine, Belarus, Moldova, Georgia, Armenia, and 
Azerbaijan. The economic downturn has reduced 
support within the EU for closer trade relations, 
visa-free travel, and other economic benefits for 
the EPP states. It has also diminished the capa- 
bilities of Central European 
capitals to assist their east- 
ern neighbors, and reduced 
the attractiveness of the EU 
in several EPP capitals. 

In addition, the financial 
crisis has served to expose 





port for Euroskeptics has 
declined. Throughout the 
_ region, mobilization against the Lisbon Treaty, 
which is intended to strengthen the EU, has gained 
only limited traction. 

Contrary to public perception in some EU 
member states, a “new Iron Curtain” has not 
descended between the- union’s old-timers and 
newcomers—as Gyurcsány, the ousted Hungarian 
prime minister, claimed at an EU summit in March 
2009. The benefits accruing from EU member- 
ship, including structural and financial support 
and emergency assistance, have proved essential 
to maintaining a measure of economic stability 
. during the recession and will be important for 
stimulating future economic growth. 

Hungary, Latvia, and Romania, burdened with 
significant budget or current account deficits, have 
each received large-scale loan packages from a co- 
financing mechanism initiated by the European 
Commission and the IMF. The European Central 
Bank has also provided short-term euro loans to 
Poland and Hungary, and most West European 


banks have bailed out their CEE subsidiaries. © 





high levels of official cor- 
ruption among several new 
EU members and aspirants, and has exacerbated 
public perceptions of widespread malfeasance. 
Organized corruption has a negative impact on 
economic development, as state funds are used in 
ways that benefit private interests instead of being 
invested in public projects. Corruption also scares 
off Western investors, most of whom refuse to 
involve themselves with non-transparent business 
practices. The net effect of endemic corruption is 
that a country becomes poorer as officials tied to 
opaque interests become richer. This can have a 
devastating impact during a prolonged economic 
recession. 

Another consequence of the failure to tackle 
organized corruption is that it can expose a vul- 
nerable country to Russia’s state-directed busi- 
ness.penetration and political influence. Whereas 
official corruption in Europe largely serves pri- 
vate interests, in Russia it serves the political 
interests of the Kremlin. In fact, corruption has 
become a fundamental feature of . government 
policy in expanding Moscow's influence. Kremlin 


leaders aim to embroil officials in targeted coun- 
tries in business arrangements that favor Russia’s 
energy interests and business expansion. Non- 
’ transparent commercial transactions can in turn 
increase Moscow's influence over foreign policy in 
parts of Central and Eastern Europe. 

Countries such as Bulgaria, Romania, Croatia, 
and Serbia, which are suffering: from ballooning 
state debts, budgetary shortfalls, and declining 
foreign investment, are tempted to sign Russian 
energy contracts that may promise substantial 
profits and regular energy supplies but could in 
the long term promiote even more extensive offi- 
cial corruption and dependence. Although the 
Russian government lacks the resources to bail 
out any former satellite, it has exploited the reces- 
sion to make loans and investments in neighbor- 
ing post-Soviet states that carry specific political 
conditions. 


SHIPWRECKS AHEAD? 

Both pessimistic and optimistic scenarios 
abound regarding the pace of economic recovery 
and the future of political stability in Europe's 
East. Pessimists believe that, unlike in Western 
Europe, the new democracies are: too weak to 
bail out or renationalize significant parts of their 
economies; and that resources are lacking to 
cope with a prolonged financial and economic 
crisis. Additionally, they suggest that convergence 
between older and newer EU economies will slow 
because of the recession. : 

Under this negative scenario, a single CEE 
country defaulting on its debts could precipitate 
a landslide and discourage foreign investors from 
operating throughout the region. Meanwhile, all 
CEE states will compete with each other for a 
declining number of foreign investors, and their 
West European counterparts might adopt more 
protectionist measures .to defend their national 
economies.: - : 

According to the pessimists, several potentially 
destabilizing trends warrant .close monitoring 
by policy makers. Prolonged economic hardship 
traditionally produces assorted extremist move- 
ments, which are especially unsettling if they tap 
into youth frustration fueled by extensive job 
losses. As the recession continues, some analysts 
predict that—in addition to the crisis currently 
affecting pensioners and state workers—the new 
middle class-in: Central and Eastern Europe will 
collapse and populist nationalism will rise. This 
might push some’mainstream parties to adopt 
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more radical and discriminatory programs toward, 
for instance, minorities, immigrants, or political 
opponents. 

One might witness the election, or inclu- - 
sion in government, of: populists or nationalists 
advocating a “strong hand” approach to eco- 
nomic and social problems and political gridlock. 
Ultranationalist formations are currently included 
as minority parties in governing coalitions ‘in 
Slovakia and Bulgaria, and they have gained a new 
lease on life in a number of other states, includ-’ 
ing Hungary. Although a similar: phenomenon is 
occurring in parts ‘of Western Europe, there are 
fears that democratic institutions in some coun- 
tries may not be strong enough to withstand an 
extremist surge if economic conditions deteriorate 
for a prolonged period. 

In addition, widespread economic disloca- 
tion could greatly increase ethnic polarization 
and even provoke conflicts with minorities who 
may be perceived as benefiting from the reces- 
sion. Among the new EU members, Slovakia and 
Romania appear to be the most vulnerable in 
this regard, since both contain sizable and well- 
organized Hungarian populations. Some countries 
could witness the growth of substate regional- 
ism, which might assume an ethnic and even 
autonomist or separatist dimension. Where the 
central government is seen to be failing to deliver 
economic resources, regional loyalties toward the 
capital may diminish. . 

Profound economic pain and social turbulence 
may convince some governments to backtrack 
on their reform programs. In the most seri- 
ous cases, this could. mean political regression 
through restrictions on democratic procedures 
such as election laws, media accéss, or parlia- 
mentary thresholds. In such conditions, politi- 
cal polarization and national bifurcation could 
sharply. increase. Some societies might split into 
two camps, with little room for negotiation and 
compromise. If an opposition is elected, new lead- 
ers might seek various forms of political revenge 
against their losing rivals through means such as 
filing corruption charges. 

On the international stagé, one could expect an 
assertive and opportunistic Russian government 
to exploit social, political, ethnic, and regional 
turmoil—especially in states whose administra- 
tions are seen as Russophobic, as in the three 
Baltic nations, or where Moscow seeks. greater — 
influence over countries’ foreign and security 
policies. At the same time, pessimists envision 
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declining support for international institutions 
such as NATO and the EU, and greater stress on 
“national roads” and protectionist measures to 
overcome the crisis or to shield states from fur- 
ther regression. The West Europeans could also 
adopt more national models of economic recov- 
ery and development, thus seriously undermin- 
ing EU unity and limiting assistance to the new 
members. 


-A CLOUD OVER THE BALKANS 

A longer-term danger hangs over the western 
Balkans in particular. The economic storm raging 
across Europe will probably place EU enlarge- 
ment on hold, and it may indefinitely postpone 
the entry of candidates and aspirants for union 
membership from the Balkans after the expected 
accession of Croatia by 2011. Governments in 
Germany, France, and the Netherlands have sig- 
naled that allowing new states into the union 
could increase public opposition at a time when 
national defensiveness is on the rise as a conse- 
quence of the economic slowdown. 

The Balkan states could 
be entering a vicious cycle 
whereby denial of EU entry, 
combined with economic 
crisis, might stall the polit- 
ical and economic reform 


One could expect an assertive 
Russian government to exploit social, 
political, ethnic, and regional turmoil. 


nate. West European countries with large and 
unassimilated minorities and sizable immigrant 
populations may become increasingly prone to 
social tensions and perhaps conflict. Economists 
also warn about the dangers of national pro- 
tectionism and economic isolationism in the 
absence of sustained economic recovery. 

The impact of such trends in Western Europe 
could prove catastrophic, not only for the CEE 
economies that would be starved of capital and 
funds, but for the entire EU, much of whose 
industrial capacity is now located among the new 
member states. 


THE INTEGRATION DIVIDEND 

Optimists, in stark contrast to the pessimists, 
calculate that Central and Eastern Europe is sim- 
ply going through an economic cycle and will 
return to respectable growth, albeit at a lower 
level, once the recession has run its course. The 
new economies outstripped their West European 
counterparts over the past decade and their 
growth would have eventually slowed even with- 
out the worldwide slump. 
Some economists are even 
predicting that the broad 
CEE region, with a com- 
bined GDP already equal to 
Brazil’s, will become a sig- 





‘process. This would in 
turn retard economic 
growth—and lessen each country’s qualifications 
for EU accession by stimulating the negative forces 
that hinder it. 

Based on the geographical position and for- 
eign trade structure of the current EU aspirants 
in the western Balkans, membership in the union 
remains the only viable foreign policy option. 
These economies, which initially appeared to 
be relatively protected against the crisis because 
of their low levels of export dependence and 
external borrowing, will face growing economic 
problems as the recession continues to ripple 
across the region. 

The poor business environment that typifies 
much of the region further handicaps all of the 
national economies. IMF efforts. to encourage 
western Balkan governments to rein in budget 
deficits will make the impact of the ongoing crisis 
even more painful for citizens, and recoveries are 
not expected until 2011. 

Older EU members also are not immune from 
social turbulence if economic conditions stag- 


nificant global economic 
player. 

For the optimists, most of the CEE countries 
exhibit long-term structural strengths, including 
political stability, a solid institutional framework, 
a highly educated population, the rule of law, 
openness to foreign direct investment, an inflow 
of substantial EU funds, eagerness to adopt the 
euro, and increasing convergence with the older 
EU economies. According to this view, intensify- 
ing EU-integration will increase investment, raise 
labor mobility, encourage adequate policy making, 
and sideline the nationalists and populists. 

Moreover, because of deepening interdepen- 
dence among states, other EU members have an 
interest in not allowing any CEE economy to 
declare bankruptcy—lest their own banks and 
companies suffer as well, and the union as a whole 
enter a period of unpredictability and instability. 
This growing interdependence is mirrored in the 
political realm, where the Lisbon Treaty, designed 
in part to improve coordination of foreign policy, 
went into effect on December 1, 2009, following 
approval by all EU governments. 
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In fact, neither the pessimists” nor the opti- | 


mists have grounds for certainty, because so much 
depends on factors that cannot easily be forecast. 
These factors include the strength of the global eco- 
nomic recovery, particularly in Western Europe; the 
condition of the financial sector, both in the region 
and elsewhere; the diversification of CEE countries’ 
exports and investments; the timing of adopting the 


euro in specific:states’ and ‘the pursuit of économic * 


development models that can take advantage of 
new industries and new technologies. i 

A prolonged post-crisis recovery is likely to 
result in greater economic. diversification -across 
Central and Eastern Europe as competition for 
capital and-markets increases. -Foreign investors 
are likely to.favor countries with more’ stable 
economies, -predictable governments, lower cor- 
vuption levels, and a better. business climate. 


. OVER THE HORIZON 
‘As the`economic storm continues to rumble 
through Europe, analysts are unable to predict 
when economic. performance will hit rock bot- 
tom'and rebound in Central and Eastern Europe. 
In a report issued in June 2009, the World Bank 
warned that the CEE and.the western Balkan econ- 
omies are likely. to recover more slowly from the 
- global crisis than are other developing economies. 
Regardless, even after the recession formally ends 
in the CEE region, social.and political repercus- 
sions will be felt for many. years—and certainly 
through the. next general election cycles: 
Among the more economically resilient states, 
where incumbent governments have survived or 
new centrist coalitions have -taken office, steady 
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` economic eoma depends a on 


_ upholding fiscal discipline and reducing public 


_budget deficits. The region's economically uncer- 
tain countries, which may not have faced their 
most severe challenges yet, will need to draw 
lessons from more resilient neighbors and might 
require long-term EU assistance. The suffering 
states will take longer to rebound, but they may 


chavé.alréady-hit bottom. In-any case, they will 


need to maintain anti-recession policies indefi- 
nitely, in combination with more coordinated, 
long-term EU aid. 

The majority of people in Central and Eastern 
Europe displayed patience and resilience dur- 
ing the traumatic transition from state socialism 
to liberal capitalism. Since the recent economic 
crisis hit, most have remained largely passive 
but tolerant of government policies. Radical, 
revolutionary, or revisionist political forces still 
have only limited appeal. And no CEE govern- 
ment has ‘adopted, nor has any major opposition 
party supported, nationalist and protectionist 
economic prescriptions. 

For the time being, the new post-socialist 
democracies have demonstrated their adaptability 
and stability under enormous economic stress. 
Predictions of: massive social unrest, political 
breakdown, or reformist reversals have, to date 
anyway, proved misplaced. Nonetheless, there are 
too many ‘unknown ‘variables, including the full 
depth of the Europe-wide recession, to predict 
with any certainty the social and political reper- 
cussions of continuing economic decline, long- 
term stagnation, or even a gradual and prolonged 
economic recovery. ` a 
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Eastern Germany in Search of Itself 


E. WAYNE MERRY. 


Germany’s formal reunification. Last year, 

the anniversary of the fall of the Berlin 
Wall produced considerable nostalgia and good 
feeling about 1989, a truly extraordinary year in 
European history. These anniversaries also have 
served as reminders, however, that the Berlin 
Walls difficult legacy endures. This is especially 
true in eastern Germany—which, even after a 
generation of “transition,” remains a society apart. 

Eastern Germany for two decades has received 
vast infusions of money from western Germany, 
and western institutions have been deeply involved 
in the development of the east. Nonetheless, 
the political culture of what for 40 years was 
the German Democratic Republic (GDR, or East 
Germany) is still quite distinct from- that. of 
western pays and the rest of post-cold war 
Europe. 

In many ways, eastern Germany remains alien- 
ated from the processes of modernity and inte- 
gration that define contemporary Europe. For 
example, opinion studies show greater hostility 
toward the United States in eastern Germany than 
anywhere else in Europe (Turkey excepted). 

These attitudes are unlikely to change dra- 
matically any time soon. Consider the challenges 
. facing German Chancellor Angela Merkel. To 
the outside world, Merkel is the great personal 
success story of eastern Germany. Raised in the 
countryside north of Berlin, she advanced quickly 
from obscurity to the top of the western- and 
male-dominated German political system. Merkel 
in many respects represents the enormous human 
potential of the old GDR. 

Yet her very success is often held against her in 
the east. The chancellor is accused of abandoning 
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her roots (not true) and of embracing uncritically 
western institutions and mores (true). Merkel in 
this sense is similar to Barack Obama, who has 
occasionally been characterized in the African- 
American community as “not black enough.” 
When it comes to disgruntled Ossis (easterners), 
she is in a damned-if-you-do, Gumnedt you: 
don’t situation. 

Like previous German chancellors initially 
identified with their home regions, Merkel has 
assumed an all-German demeanor. Given the 
country’s current economic difficulties, the need 
to restore the export-driven economy—which 
is based largely in the west—has taken priority 
over the long-term development problems of the 
east. In addition, Merkel’s new coalition partners, 
the Free Democrats, have relatively little strength 
in the east and maintain an atlanticist and pan- 
European orientation. ; 

Thus, even in a capital city located in the east, 
the politics of Merkel’s second term is largely 
driven: by the economic fears of the populace in 
the west, leaving the Ossis’ grievances to fester. 


IDENTITY CRISIS 

The roots of the east’s continuing alienation 
lie in the enforced, prolonged isolation that its 
society endured during most of the cold war. 
That experience left the population with only a 
vestigial sense of collective identity. It produced 
a society ill prepared to address the demands of a 
modern, Western political culture. Indeed, eastern 
Germany has been a society adrift since it was 
divided from the west after the Second World War. 

Why is this issue of the easts political culture 
worth examining now? First, the conventional 
wisdom about eastern Germany has been wrong 
in the past and may be wrong. again. Two decades 
ago the world was astonished when socialist 
Europe’s most radical changes occurred in the 
country that most analysts believed would be the 


- very last in the Soviet bloc to change. Also con- 
founding expectations, the transformation ‘came 
not from the top, as happened in the Soviet Union, 
but rather emerged from the streets in a true out- 
pouring of “people power.” 

Even more to the point; the consequences of 
“otherness” in eastern Germany are not trivial. In 

fact, this otherness.is the underlying cause of the 
fragmentation that the German political party sys- 
` tem is currently experiencing. ‘Politics in western 

Germany has lost the cohesion it displayed during 
the cold war years, but it is the east’s alienated 

political culture that has weakened the political 
center at the national level. 

In particular, the Left Party would not be: able to 
distort ‘electoral affairs as it has done if it had not 
been based on the Party of Democratic Socialism 
(the successor to the GDR's Socialist Unity Party). 
The Left Party draws almost four times as much 
support in the east as it does in the west, and all 


of its constituency seats in the Bundestag were- 


- won in the east. Voting patterns in the western 
and eastern parts of the country, and even in the 
restored ‘ capital city of 
Berlin, reveal electorates 
with strikingly. divergent 
notions of social justice, 
the proper role of the. 
state, the morality of a 
market economy, and the 
legitimacy of a demo- 
cratic political system. 

Former Chancellor Helmut Schmidt has char- 
acterized his eastern cousins as consumed by 
whining. To be sure, a culture of victimization 
exists, flowing from the largely unfulfilled (and 
unrealistic) expectations that accompanied uni- 
fication.: However, the underlying problem in the 
east is its weak social and political identity, which 
comes from long-term cultural isolation. 

The GDR, beginning at its founding in 1949, 
was isolated both physically and psychologi- 
cally, and remained so for almost two generations. 
Although diplomatic relations with Western coun- 
tries were opened in the mid-1970s, the political 
claustrophobia remained—and was reinforced by 
official Western reluctance to. engage a country 


that it often viewed in stereotyess ba to 


a bad.spy novel. 
For example, according to the view of the GDR 
' that prevailed in Washington almost to the end, 
East Germany was “the Zone”—a place more 
Soviet than the Soviet Union itself, and Germanic 





For the foreseeable future, eastern 
Germany will retain and even treasure its’ 
distinctness from western.German society, 
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only in negative ways. Washington perceived the 
GDR either through West German official perspec- 
tives, which were often ill informed and conde- 
scending, or as an obedient junior partner of the 
Soviet empire. Rarely was East Germany seen as a 
society in its:own right. 

Us officials, when it came to Poland or Hungary, 
routinely distinguished regime from -populace, 
yet they conflated the political system of the GDR 


` with the country’s inhabitants. Few in Washington 


could credit East Germany with the sort of under- 
lying social dynamism that over a matter of weeks 
in late 1989 would alter the map: of Europe. US 
officials were joined in this perspective by their 
counterparts in London, Paris, and even Bonn. 


THE VIEW FROM THE MIDDLE 

A contrasting and ‘more nuanced view came 
from the small but’ active US-embassy in East 
Berlin. I was fortunate to be, in the 1970s, among 
the first American diplomats to serve in the GDR. 
There I discovered: a fascinating and surpris- 
ingly attractive O in which acquaintance 
often turned into deep 
friendship. The GDR was 
a remarkably open, easy 
place for an American 
diplomat to explore,.and 
I returned often in later 
years. 

In conversations with 
people Eoin all walks of life, I found that issues 
of identity—“Who and what are we, anyway?”— 
were raised regularly. To begin with, most people 
in the GDR had difficulty with the notion that they 
were “eastern.” -In their view, they were Middle 
Germany (Mitteldeutschland). Eastern Germany 
lay in the lost territories:.of Prussia and Silesia, 
beyond the Oder and Neisse Rivers. 

Most German refugees from what became post- 
war Poland had settled in West Germany, yet these 
former German. territories, due to their proximity 
and: bitter history, tugged on the imaginations of 
people in the GDR, much as a lost limb can still 
be felt by an amputee. While few in the GDR were 
revanchist (except, perhaps, in private), it seemed 
unreal to East Germans that these historic German 
locales could lie beyond a recently drawn frontier. 

People in the GDR considered themselves 
the inheritors of the culture and traditions of 
Mitteldeutschland, and reveled in such resonant 
historical place names as Wittenberg, the Wartburg 
castle, and Weimar; in the great art collections of 
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Dresden; and in the musical and publishing insti- 
tutions of Leipzig. In popular perception, Luther 
and Bach often seemed more present than did the 
gray, predictable personalities of the Politburo. 
(It.should be noted, however, that this heritage 
was almost entirely continental, associated with 
Mitteleuropa. The GDR remained divorced from the 
maritime, francophile, and atlanticist orientations 
that did so much to make West Germany an open 
and cosmopolitan society.) 

East Germans not only were separated from the 
West by the inner-German border and the Berlin 
Wall; they were also largely isolated from their 
socialist neighbors. Travel opportunities within 
the Warsaw Pact countries were quite limited and 
often controlled. There was a facade of organized 
youth exchanges, but in:fact' young people from 
the GDR often saw less of the Black Sea coast or 
the glories of Prague and Budapest than did their 
western cousins. 

In addition, East Germans eingi in the bloc 
often experienced both hostility on account of 
their Germanness (memories of the war were still 
fresh) and condescension because they’ lacked 


West German hard currency. The “fraternal” rèla-` 


tions so often proclaimed among socialist coun- 
tries did not result in warm welcomes for East 
Germans. Thus, people in the GDR lived—and 
expected to spend their lives—within a physical 
domain roughly the size of Ohio. 

That modest space nonetheless contained 
sharply contrasting local and regional identities— 
which never quite melded. Germany is’ famous 
for its many regional dialects and cultures, which 
often remain at arm’s length from one another. 
This was particularly true in the GDR, in part 
because the zone that the Soviets occupied after 
the war comprised territories with little previous 
unity. Saxony in the south is a justifiably proud 
region, though one with deep resentment of the 
Prussia that once centered on Berlin. Mecklenburg 
in the north has long been economically backward 
due to its poor soil, but it has a fierce sense of 
Baltic identity. (Many I encountered in that region 
quoted with actual pride Bismarck’s quip that, 
when the world came to an end, he would go to 
Mecklenburg because everything: happens there a 
hundred years late.) 

East Berlin stood. apart from the hinterlands, 
and by the 1980s was bitterly resented in the prov- 
inces as a costly showcase for the GDR’s achieve- 
ments. In the early. postwar years, however, the 
GDR leadership had been dominated by Saxons 


who gave priority for reconstruction resources to 
Dresden, Leipzig, and Chemnitz—at the -expense 
of East Berlin, which remained-a war-ravaged eye- 
sore until the 1970s. 

This regional discrimination. led Berliners to 
refer to the GDR.as.“Saxony’s révenge on Prussia.” 
Dresden residents in turn’ resented that their 
city had not been chosen as the capital, and also 
resented the -greater prominence given..in GDR 
historiography to :Frederick the Great over their 
own beloved August -the Strong. The distinct: 
ness of the Saxon accent—as.well as the: GDR 
practice of manning the Berlin Wall with Saxons, 
because they came from a region without access to 
western television broadcasts—meant that casual 
encounters in a train or. café between Berliners 
and Saxons could sometimes result in untoward 
remarks or worse. 


LUTHER OVER HONECKER 

In schools and through propaganda, the : regime 
promulgated a “GDR nationality”. and officially 
denied that anyone,-anywhere, was simply German 
anymore. The prescribed national character of the 
GDR was an amalgam of socialism, loyalty to a 
Soviet-led. economic and military bloc (in which 
the GDRs armed forces were among the best), 
and a constant nurturing of traditions with roots 
on GDR territory—Luther and Bach, Goethe and 
Schiller—but with politically incorrect precedents 
avoided. For example, the- Peasants’ War of the 
sixteenth century was praised as proto-socialist, 
while Friedrich Nietzsche was ignored—although 
he was born on and buried in what would become 
GDR soil. : A 

Obviously, GDR nationality gained no “traction 
in the wider world. There, “German” meant West 
German while someone from the GDR was, will- 
ingly or not, classified as East German. (This was 
as true in the socialist states as it was in the West.) 

Indeed, GDR nationality ‘was never really 
accepted even at home. The construction was 
inherently clumsy—and the doctrine was on ocċa- 
sion punctured -by: official actions. For example, 
when.a GDR cosmonaut joined a Soviet space mis- 
sion, the-headline in the official party. newspaper 
Neues Deutschland proclaimed, “The First German 
in Space: a Citizen of the-GDR!” This moment of 
vanity deflated years of school lessons in which 
broader German identity had. been denied. :The 
effect of official -doctrine on nationality was 
that. East Germans,. unlike Poles, Hungarians, or 
Romanians, had no nation that they could defini- 


tively call their own. Their national sense of self 
was both divided and artificial. 

In the absence of a viable national identity, 
people's self-perceptions in this intensely inward- 
looking society ‘often reverted to the regional and 
local. What linked these provincial. identities, in 
a country officially made socialist and new, was a 
determined adherence to traditional German ways 
of doing things. The GDR was often described 
by foreign visitors as a veritable museum of old- 
‘fashioned German social phenomena. 

In effect, people who could not travel abroad 
chose to travel backwards out of nostalgia for the 
imagined Germany of their grandparents. Social 
courtesies that eroded in the more hectic west 
endured in the unhurried east. Attitudes could be 
strikingly reactionary. For example, a young man 
in coastal Rostock told me quite heatedly how 
much he resented the authorities in East Berlin 
for imposing on his community what he consid- 
ered alien cultural artifacts—blue jeans and jazz. 
He wanted dress and music to remain resolutely 
Baltic. 

Reflective East Germans . 
spoke of “inner emigration,” 
the rejection of the official 
party and state line through 
an absorption in family, 
friends, and self. Although: 


A pervasive victimization mentality 
and a culture of envy perpetuate ` 
a negative, antiliberal mindset. 
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as the western salient of the socialist bloc. Both 
of these roles fostered people’s increasing dissat- 
isfaction with their lot. If they were German, why 
should they not enjoy more of what their west- 
ern cousins could enjoy, including international 
travel? And if theirs was the westernmost and by 
far the most advanced economy in the socialist 
bloc, why should it trade largely within the ruble 
zone? These dissatisfactions were amplified ‘by 
access to western German television, plus increas- 
ing annoyance with the smug complacency of the 
GDR’s aging leaders—leaders who were manifestly 
out of touch with the new thinking in Moscow 
under Mikhail Gorbachev. 

A turning point was the Socialist Unity Party 
congress in mid-1986, at which it was made clear 
there would be no glasnost in the GDR. A snide- 
remark by Politburo member Kurt Hager—“You 
don’t change your wallpaper just because your 
neighbor does”—confirmed to the populace that 
the rigidities of their system were not imposed 
from Moscow, but chosen in East Berlin. As East 
Germans watched long-overdue change taking 

; place in Poland, Hungary, 
and even the Soviet Union, 
they measured their own 

` grim prospects. 
Two policies adopted by 
. the leadership. in the mid- 





personal trust was extend- 
ed only with great caution . ; 
because of the omnipresence of the security 
police, the Stasi, this trust once given became 
the basis for intense interpersonal ties. The only 
viable organ of. civil society in postwar eastern 
Germany was the church, which was remarkably 
active and independent in a society with no other 
alternatives to the party-state. monopoly. 

Today, older eastern Germans remember GDR 
society as one more. concerned with human 
relationships, and speak of it fondly. They are 
‘correct in their characterization;.though they do 
not always acknowledge the context. In any case, 
such norms of social behavior—while appropri- 
ate in a GDR that seemed likely to endure indefi- 
nitely—were poor preparation for the demands of 
post—cold war life or for integration into broader 
German and European society. 


CHANGING THE WALLPAPER . 

In the state’s final years, East Germans juxta- 
- posed two conflicting views of their country—the 
GDR as the eastern wing of the German nation and 


1980s compounded the cri- 
sis. First, Erich Honecker 
(who led the GDR from 1971 until 1989) approved 
a significant easing of individual travel to the 
West, hoping that one-time visits would assuage 
people's hunger for travel and dampen their fasci- 
nation with the forbidden fruit beyond the Berlin 
Wall. The opposite occurred. Applications for 
emigration soared, both among those who had 
traveled and those who had not., The pressure to 
find ways out—through Hungary, or by seeking 
refuge in West German embassies in Prague or 
Warsaw—added to the surge of interest in leaving, 
especially among young families. 

Second, the East German economy was pushed 
toward achieving unrealistic levels of output, lead- 
ing to a rapid deterioration of the capital stock 
and significant worsening of the country’s already 
dreadful pollution of air, water, and soil. Some for- 
ests and even inhabited areas experienced ecocide, 
and many parents feared to raise their children in 
such a poisonous environment. 

In the fall of 1989 the pressure cooker explod- 
ed. But even as it did, the vast crowds of protest- 


116 © CURRENT HISTORY © March 2010 


ers in Leipzig, Berlin, and other cities maintained 
extraordinary self-control. They were all too 
aware of the Tiananmen Square massacre, which 
had occurred only weeks before and which had 
been reported with conspicuous approval in Neues 
Deutschland. No socialist society, not even Poland, 
achieved so dramatic a transformation in such an 
atmosphere of self-restraint and in the absence of 
violence. To be sure, some members of the lead- 


ership (including Honecker) were prepared to’ 


use force, but wiser figures intervened to prevent 
bloodshed. 

The peacefulness with which party and state 
power were overturned in the GDR was even more 
impressive than the overturning itself, and this 
set the stage for the Velvet Revolution in Prague 
just days later. Thus East Germany, the country 
in the socialist bloc that many supposed to be 
the most rigid, had in fact proved the bellwether 
in a transformation that was swift, decisive, and 
nonviolent. 


WELCOME TO THE FUTURE 

The collapse of the Berlin Wall and of the system 
behind it exposed realities previously understood 
by very few East Germans. Above all, their vaunted 
economy was largely a sham. Always brittle and 
reliant on antiquated infrastructure, the economy 
was approaching'systemic failure in the mid-1980s. 
Indeed, the collapse of the GDR was as much an 
economic as a social or political phenomenon. 

East German technology was often the best in 
the socialist bloc, but it was entirely dependent 
on Soviet energy.and raw materials provided at 
artificial prices, and in any case was far less com- 
petitive than people imagined. Many GDR firms, 
once they were exposed to Western standards and 
to real-world prices, faced collapse in their mar- 
kets, production systems, and ability to provide 
employment. 

As the fantasy of economic and technical prow- 
ess died, another illusion ran aground on reality: 
that East Germany could stand by itself rather 
than be absorbed into West Germany. Many of the 
East Germans who most supported openness and 
reform also opposed unification, hoping to create 
a viable, separate German state based on different 
social norms—in essence a democratic but social- 
ist Germany. 

The implosion of the economy at the end of the 
1980s led to the decision in Bonn to incorporate 
the east directly into the Federal Republic. This 
violated at least the spirit of the 1949 German 


Basic Law, which specified that reunification 
should take place via a constitutional assem- 
bly representing both German states. Inevitably, 
therefore, reunification on October 3, 1990, felt to 
many in the east more’ like anschluss. 

Making things worse, the West German take- 
over of the former GDR was marred by widespread 
and fundamental ignorance (most West Germans 
had never set foot there); a pervasive condescen- 
sion, including a refusal to acknowledge the real 
achievements of the east; and more than a little 
exploitation and personal empire building. A bit- 
ter witticism from the early 1990s had it that East 
Germany’s tragedy was to be occupied twice, but 
never by the Americans. 

‘The enduring ill will that Ossis feel against 
their Wessi (westerner) overlords is rightly equat- 
ed with the legacy of Reconstruction in the 
American South. Meanwhile, western Germans 
feel. with some justification that their consider- 
able generosity is not appreciated by their eastern 
cousins, who seem never able (or willing) to fend 
for themselves. ae 

In many respects, unification was too easy. for 
the Ossis. Too much was given to them without 
either consultation or .obligation. For example, 
they never had to qualify for membership in the 
European Union, as.their post-socialist neighbors 
did; their membership in the EU came automati- 


. cally with reunification. In consequence, the EU 


is often seen in the east as just another pot of 
Western money rather than a process involving 
shared sovereignty and the forging of a broader 
European identity. 

Although eastern Germans have experienced 
many difficulties in adjusting to their new reality, 
the society as a whole has never enjoyed the sense 
of shared achievement common among Poles, 
Czechs, and others. The new eastern Germany 
never ‘got to stand up on its own feet. Because 
it depended so entirely om Soviet and then West 
German subsidies, it never could have done so. ` 


JOBLESS AND CHILDLESS? 

The government in Bonn, in forcing the pace 
of unification, made two economic mistakes that 
carried long-term consequences: exchanging east 
marks for west marks at.a wildly unrealistic rate; 
and failing quickly to settle property claims in the 
east So as to attract commercial investment (much 
of which went to other countries formerly in the 
socialist bloc where the status of property was 
more settled). 


These errors in combination guaranteed that 
the short-term economic bubble that unifica- 
tion produced—which was driven by massive 
construction and renovation of infrastructure, 
plus a boom in personal consumption—would 
be followed by an extended downturn.’ Eastern 
Germany today has some of the finest public 
infrastructure in Europe, but productive enter- 
prise remains inadequate and is in many cases 
sustained only with the continuance of “solidar- 
ity” funds from the west, which are scheduled to 
expire in 2019. 

Although some parts of Saxony and Thuringia 
are doing fairly well economically, most of the 
east is still marked by lack of opportunity, -by 
artificial employment schemes, and by the perma- 
nent loss of.vibrant young people. The hideous 
air and water pollution that blighted the GDR is 
largely a thing of the past, but industrial plants in 
many cases now employ one-tenth of their former 
(admittedly excessive) workforce. Unemployment 
in the east remains at almost twice the western 
level, and in some regions is significantly worse— 
even without accounting for . 
large-scale early retirements 
and out-migration. 

Economic output per 
capita in the east has risen 
from 43 percent of the west’s 


I 





The east’s alienated political culture 
has weakened the political center 
at the national level. 
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In political terms, many responded by voting ` 
almost blindly against the new order. This gave 
the old ruling party a new lease on life as the 
Party of Democratic Socialism. Former citizens 
of the GDR had brought little sense of national 
identity to the unification process, and they 
brought even less understanding of competitive 
politics in a modern European parliamentary 
system. Overnight they had become citizens and 
voters in the German Federal Republic, and they 
lacked understanding of institutions and issues 
and a commitment to broad, all-German needs 
and obligations. Eastern Germans today are still 
in many cases single-issue voters, with a frame 
of reference in the imagined past instead of the 
European present. 


THE ANTILIBERAL MINDSET 

Unfortunately, political attitudes and voting pat- 
terns such as these have proved -remarkably stable 
across generations. Even among younger people 
with little or no personal memory of the GDR; a 
pervasive victimization mentality and a culture of 
envy perpetuate a negative, 
antiliberal mindset. 

Most ominous are the 
xenophobic and antidemo- 
cratic tendencies among 
some chronically unem- 





level in 1991 to 71 percent 
today—but’ improvement 
has leveled off. All in all, efforts to catch up with 
the west have stagnated, and the’ two regions 
may even be diverging. Living standards are still 
artificially maintained by high welfare transfers, 
but there is little prospect for the kind of invest- 
ment that could result in dramatic increases in 
productivity. 

Worse than the economics are the Jenova: 
ics. Over the past two decades, population in 
eastern Germany has'declined by 12 percent, with 
the losses especially heavy among talented youth. 
Many cities and towns have lost one-third of their 
former inhabitants to a combination of migration 
and suburbanization: A collapse of the birth rate 
in the early 1990s is now producing a diminished 
generation of potential new parents. On the other 
hand, life expectancy in eastern Germany, which 
was eight years behind the west’s when the Berlin 
Wall fell, has now achieved parity (and indeed, 
exceeds US life expectancy by one year). 

- The shock of the reunification transition was 
hardest, predictably, for middle-aged people. 





ployed and alienated young- 
er males—skinheads. This 
problem is reinforced by the legacy of “GDR 
nationality,” which assigned the opprobrium of 
the Nazi period to the west and claimed that GDR 
citizens bore neither responsibility for nor moral 
scars from that period. (The GDR asserted that the 
historical burden of the Third-Reich fell not on 
the “first workers’ and peasants’ state on German 
soil,” but entirely on the Federal Republic.) 

Many young people in the east accepted this 
convenient doctrine. To illustrate, in 1988 a 
German-language tour guide in Warsaw told me 
of the West and East German student groups she 
escorted. Asked if they wanted to visit the site 
of the Warsaw ghetto; the young West Germans 
always affirmed their need to see such places, but 
their eastern cousins invariably refused, saying 
“That has nothing to do with us.” 

When young Ossis chanted “We are one people” 
after the fall of the Berlin Wall, they did not antici- 
pate that a common German identity would also 
require acceptance of the burden of recent German 
history. Such acceptance had required decades of 
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effort in West Germany, but this responsibility was 
thrust onto East Germans almost overnight—and 
in direct contradiction with what they had always 
been taught. Some rejected the new burden and 
lapsed into the kind of extreme politics that West 
Germany had managed largely to extirpate. Thus, 
the former socialist state is now the center of 
active German fascism. a 

_ To be fair, it was-not just East German expec- 
tations that were unrealistic; so too were expec- 
tations in West Germany and beyond.. Many 
outsiders believed unification would be.rapid and 
fairly painless, even though the process required 
adjustment to political and social standards that 
in West Germany had evolved over decades and 
with considerable outside tutelage. In reality, the 
experience of life in East Germany made true uni- 


fication the work of generations. And the process ' 


has required adjustment on both sides: 

- When reunification came in 1990, the American 
embassy in Bonn confidently predicted that the 
new Germany would-be the same as the old, only 
larger.’ The soon-to-be-closed embassy in East 
Berlin was wiser. It said that not just the German 
Democratic Republic, but also the German Federal 
Republic as we had known it, were coming to 
an end. Indeed, the current fragmentation of 
Germany's national politics results from the coun- 


try’s center of gravity shifting toward the east. This ~ 


is true not only in geographic terms but also in 
terms of social and political mentality. Now some 
commentators see the west adopting attitudes 
from the east. 


THE GOOD OLD DAYS 

Fortunately, eastern Germany is today irrevo- 
cably integrated into Germanys democracy and 
market economy, as well as into the web of inter- 
national obligations and institutions by which 
Germany and Europe guarantee peace with each 
other. Unfortunately, eastern Germans think they 
are worse off than they actually are. 

Eastern Germans see themselves as always 
having gotten the short end of the stick—before, 
during, and after the cold war—and this fuels 
resentment against modernity and globalization, 
things so sharply at odds with their prior expe- 
rience. This dislike of the new and the global 
explains their special hostility toward the United 
States, for America is the cynosure of the moder- 


nity that they did not choose or make but that 
nevertheless pervades their lives. 

Given my personal experience of eastern 

Germany over three decades, I am more optimistic 
about the region’s prospects than the above cata- 
log might suggest. Realistically, for the foreseeable 
future, eastern Germany will retain and even trea- 
sure its distinctness from western German society. 
The people there actually prefer to be different 
from their western cousins. But this is not, in all 
ways, such a bad thing. Lifestyles in the east may 
be less stressful than in the west, and may place 
greater emphasis on the human dimensions of 
people's lives. Several other European regions— 
Scotland, the Basque country, and Sicily, for 
example—remain distinct or even alienated from 
the main culture, and in some cases lag behind 
economically. 
. Most young people in eastern Germany are cer- 
tainly not skinheads. They are being shaped by the 
new as much as the old. They still display some 
regional prejudices, but so do their counterparts 
in western Germany. They know that opportuni- 
ties for education and employment are better in 
the west, and that is where many still go, though 
some will return in time. , 

Many of the things that made the GDR much 
worse than today’s eastern Germany are more . 


‘or less unknown to young people because these 


things no longer exist: omnipresent militarization, 
with 22 Soviet and 6 GDR army divisions stationed 
on East German soil; the pervasive grit and stink 
of an economy fueled by brown coal; the endemic 
suspicion inherent in a true police state; and the 
mental claustrophobia of a society that for decades 
could not achieve acceptance from neighbors west 
or east. 
Eastern Germany today is like a grumpy old 
man nattering on about the good old days, for- 
getting how bad they actually were. A famous 
Ossi refrain is: “We dreamed of paradise but 
woke up in North Rhine-Westphalia.” But if the 
dream was based on envy, it was false to begin 
with. What Ossis must do is find satisfaction 
with their own identities as Germans and as 
Europeans. This must be based on acceptance 
of a post-cold war fate that is, paradoxically, the 
envy of many of their neighbors. These are the 
good old days in Mitteldeutschland—for those 
who will recognize them. a 









“A clear-eyed look . . . suggests that this really is the last chance for a reunifica- 
tion on iedera lines, and the lack ofa settlement now will have consequences. 
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Waiting for Miracles on (prus 


HUGH POPE ‘ 


A .s nearly two years of Cyprus negotia- discussing the theoretical dimensions of a federal 


tions head into what may. be their final settlement, and, if the past is any guide; assigning 

stages, a flicker of hope survives on the blame. to the other side for lack of progress. 
Mediterranean island. In April presidential elec- Some will say that de facto failure of the talks 
tions, the pro-settlement leader of the Turkish changes little, and that nothing is badly--wrong 
Cypriots .could manage to beat back an appar- with.the status quo. Cypriots cross the front lines 
ently overwhelming challenge from a nationalist at will, and very few people have been hurt, let 


hard-liner.: Turkey and the Greek Cypriots could alone killed, in the past 35 years.. United Nations 
overcome decades of. hostility and begin to talk. officials already grumble that the UN should really 


The Greek government, even with its back to the pull out of one of its oldest missions. But with the 
financial wall, might act courageously in the face Greek Cypriot and Greek governments picking up 
of reluctant public opinion to bring all the par- half the annual $56 million bill, even, the UN pe 
ties together. World powers: might cast aside their ence is unlikely to change. 
ennui and throw their weight behind a settlement. Nevertheless, a clear-eyed look at the Tone 

‘Indeed, when the latest round of talks started term situation suggests that this.really is the last 
in 2008, there were plenty of reasons to argue chance for a reunification on federal lines, and the 
that all sides at last saw that their best interest lay lack of a settlement now will have consequences. 


in reunifying Cyprus’s 1.1 million people—about This will be the fifth time that all sides have failed 
80 percent Greek Cypriot and 20 percent Turkish in the Sisyphean task of reaching agreement on _ 


Cypriot. Unfortunately, the legacies: of distrust, the basis of the grand Cyprus ‘compromise first 
inertia, and complacency have-whittled back these announced in 1977—a “bicommunal, bizonal 
. hopes for. a population that has been divided polit- federation.” And if a deal cannot be struck by 
ically since bicommunal government broke down two Cypriot community leaders who are personal 
in 1963, and divided militarily sincé 1974, when friends and clearly understand each other well, at 
a. Greek-backed coup triggered a Turkish invasion a-time when the Turkish and Greek governments 
that turned into oecupanion of the northern third are broadly supporting them, and while the inter- 
of the island. national climate’ has been propitious, wel then, 
Even if no miracle occurs—even if the pro- when can it happen? 


4 
t 


reunification Turkish Cypriot leader Mehmet Ali 
Talat loses his job in April, and the latest of so GETTING TO “yo” 








many peace processes is.left in tatters—almost The history of the Cyprus problem has featured 
nobody will want to end the talks. Preserving the several major phases, and: one:of those’ phases 
idea of a negotiated settlement is critical both to is now nearing a conclusion. The first phase, as 
the credibility of the Greek Cypriot political class the end of British colonial rule approached in 
and in Turkey’s negotiations to join the European the 1950s, was characterized by growing inter- 
Union. As they have done since the 1950s, the communal violence. The Vea ran from 
two Cypriot communities will continue meeting, independence in 1960 upd the refit Nees 
down in 1963, as the Gr - 

HucH POPE, the, Turkey/Cyprus project director for the Inter- Turkish Cypriots: out iia Mor 
national Crisis Group, is the author most recently of Dining Ba’ 

with Al Qaeda: Three Decades Exploring the Many Worlds ethnic violence. In the 63 
of the Middle East (Thomas Dunne/St. Martin's Press, 2010). and 1974, the Greek A the 
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internationally recognized Republic of Cyprus, 


and Turkish Cypriots were confined to ghettos or 
isolated villages. 

The July 15, 1974, coup, organized by the junta 
in Athens with the aim of uniting the island with 
Greece, was reversed five days later by a Turkish 
invasion. This started a fourth phase, which has 
lasted to the present day, in which Turkish troops, 
defying international, criticism, have occupied 


the north of the island, and the Turkish Cypriots — 


at times have tried to win recognition for a self- 
standing state. 

During this fourth phase, several rounds of 
UN-facilitated talks have failed due ;to nationalist 
grandstanding on both sides, most obviously but 
not only by hard-line Turkish Cypriot leader Rauf 
Denktash..As EU membership for Cyprus came closer 
in the early part of the past decade, intense UN-led 
negotiations over-several years produced a plan 
named for the then-secretary general, Kofi Annan. 
The plan was strongly backed by the EU, the UN, and 
most of the rest of the international community. » 

In a December 2003 elecuen the Türkish 
Cypriots, wanting an end 
to their uncertainty and to 
join the EU with the Greek 
Cypriots, rejected Denktash’s 
policies. Turkey, itself seek- 
ing the right to start nego- 





The debate has been more a proxy 
for mutual distrust than a real 
examination of the issues. 


Greek Cypriots that they would enter the EU what- 
ever the result of the referendum. The EU failed to 
reverse this decision after the referendum, partly 
for fear that Greece would veto the entire May 
2004 enlargement that included nine other, mainly 
Eastern European, countries. On May 1, 2004, the 
EU accepted Cyprus as a member, even though the 
island remained divided in practice, its govern- 


- ment solely in Greek Cypriot hands. 


LIMBO, AND A SURPRISE 

After this serious error of judgment by the EU, 
the Cyprus problem entered an awkward period: 
of limbo. The EU promised to reward the Turkish 
Cypriots for their attempt to reunify the island by 
reducing their isolation through the right to trade ` 
directly with its member states. But the Republic 
of Cyprus’ first action as an EU member was to 
block this goodwill gesture. Turkey countered by 
reneging on a 2005 pledge to open its Sepo: and 
airports to Greek Cypriot traffic. 

This led in December 2006 to a decision by 
the European Council, under pressure from the 
Republic of Cyprus, to sus- 
pend eight of the “chap- 
ters,” or negotiating areas, 
of Turkeys: EU accession 
process. When in 2009 the 
EU declined to impose any 





tiating to join the EU,.also 
switched to backing the 
Annan Plan, which called for withdrawing the 
bulk of its troops over time. The fourth phase 
should thus have ended in 2004 with a reunified 
Cyprus’s entry into the EU. 

But the Greek Cypriot leadership—the current 
president, Demetris Christofias, was then part 
of the ruling coalition under the late President 
Tassos Papadopoulos—turned against the Annan 
Plan. The principal Greek Cypriot objections were 
the following: UN arbitrators had favored Turkey; 
the proposed government looked -too complicated 
and too burdened with ethnic balancing to function; 
the Turkish withdrawal, envisioned to take many 
years, was not quick enough; and the ambiguity of 
the “virgin birth” of a new United Cyprus Republic 
might give Turkish Cypriots the right to secede 
and claim recognition for an independent Turkish 
Cypriot state. In an April 2004 referendum, 76 
percent of Greek Cypriots rejected the plan, while 
65 percent of Turkish Cypriots approved it. 

The EU, partly because it had mistakenly expected 
a Greek Cypriot ’‘ m "had previously promised 





additional measures against 
-Turkey, Cyprus said it would 
formally block another six chapters on its own. 
This means that the Cyprus dispute has closed 
down half of Turkey’s entire negouaing process 
with the EU. F 

In 2006, desultory talks haa restarted between 
negotiators for Papadopoulos, who had opposed 
the Annan Plan, and Talat, who had supported it. 
The talks led nowhere, despite more than 50 meet- 
ings. When the Greek Cypriot presidential elec- 
tion came around in February 2008, Papadopoulos 
campaigned once again on no compromise with 
the Turkish Cypriots. 

‘Here came a surprise: Papadopoulos lost in the 
first round of balloting, coming in third by a few 
thousand votes to two candidates, both of whom 
advocated compromise and who between them won 
two-thirds of Greek Cypriot votes. This. outcome 
reflected the fact that substantial numbers of Greek 
Cypriots individually realize that their country is 
ultimately in a dead end without normalization 
with Turkey, even if they remain trapped by a collec- 
tive fear natural to a community of about 750,000 


people confronting Turkey's 75 million. The victor 
in the second round was Christofias, the leader of 
the nominally communist party AKEL. 

Christofias enjoyed a long-established dialogue 
with Talat, based on their left-wing parties’ com- 
mon ideological rejection of ethnic nationalism. 
In the spring of 2008, Christofias and Talat agreed 
to start a new round of UN-mediated reunification 
talks. Leading members of both communities 
joined 13 committees and working groups to dis- 
cuss issues and come up with confidence-building 
measures. In June 2008, six technical agreements 
were announced on matters from ambulance 
crossings to road safety. In July, 16 more ideas for 
cooperation were added. On the basis of working 
papers from these groups, the two leaders settled 
down to full negotiations in September 2008. 


TALKING POINTS 

Before most sessions, Christofias and. Talat met 
privately for at least an hour and sometimes much 
longer. Inside the room, they apparently displayed 
empathy and mutual understanding. Over the 
course of 2009, Greek Cypriots gradually showed 
a willingness to accept advice and ideas from 
UN experts on difficult constitutional and prop- 
erty issues. As the time for Talat to face reelection 
approached, and after months in which Christofias 
had prioritized foreign travel over negotiations, the 
Greek Cypriots agreed -to long-standing Turkish 
Cypriot requests for a more “intensive” process. 
This resulted in two three-day sessions in January 
2010 and the promise of more talks in February. 

So far the two men have met for more than 60 
rounds of full negotiations under UN auspices. 
Their chief negotiators have held many other 

meetings, as have other experts. Because the Greek 
' Cypriot side refused to take the Annan Plan as a 
starting point, the two sides spent initial months 
painstakingly constructing a new document, with 
different colors of text distinguishing matters 
agreed, potentially agreed, and not agreed. 

Together the two sides produced some 30 “con- 
vergence papers,” and UN officials in the room 
believe there are many areas in which the two sides 
are much closer than they admit in public. The 
‘main facilitator, and the UN secretary general’s 
special adviser for Cyprus, Alexander Downer, 
termed the two leaders “very committed,” though 
- he would never say he was more than “cautiously 
optimistic” about the outcome. 

The core technical difficulty of negotiations has 

always been how to construct a reunified federal 
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state on the hard-to-define principles of bicom- 
munality and bizonality. Greek Cypriots want to 
keep as much power as possible within the fed- 
eral government and ensure that the new state is 
a continuation of the Republic of Cyprus. Turkish 
Cypriots want to keep as much power as possible 
within the two “constituent states” and ensure 
that their entity is treated as an equal founder. 

Another question is how bizonality can accord 
with fundamental EU freedoms regarding the 
movement of goods, capital, services, and per- 
sons. Greek Cypriots want full rights to live, vote, 
and buy property in the north, while Turkish 
Cypriots would prefer to minimize arrivals of 
Greek Cypriots, fearing their greater wealth would 
lead to extensive ownership of property. Yet 
Turkish Cypriots do want the right to work in the 
south and benefit from its better hospitals and 
services. 7 eae 

If and when an agreement is reached, it will be 
put to a popular referendum, which pollsters say 
would be a tough sell but certainly possible for 
Christofias and Talat to win. During most of the 
negotiation period, the two men have appeared 
to benefit from the population’s passive support 
for the talks. In an April 2009 poll by the Center 
for European Policy Studies, majorities in both 
communities said that the other side should have 
rights to vote, find work, live, start a business, 
and worship in each other’s zone; three-quarters 
majorities supported a bicommunal, bizonal, fed- 
eral settlement or found it a tolerable compromise; 
and two-thirds majorities actively hoped that the 
negotiations succeeded in reaching a federal set- 
tlement, even if they. were pessimistic that this 
would actually happen. On the Greek Cypriot 
side, pro-comproemise Greek Cypriot parties did 
much better in European Parliament elections in 
June 2009 than five years earlier, while hard-line 
anti-compromise parties that campaigned on the 
Cyprus issue did less well. 

The Turkish Cypriots, however, served notice of 
a new, more skeptical mood in April 2009 parlia- 
mentary elections, which brought back to power 
the National Unity Party (UBP). The UBP has run 
Turkish Cypriot affairs most of the time since 
1975, when the party was founded by Denktash. 
Deteriorating economic conditions, rising unem- 
ployment, a higher cost of living, and a swelling . 
public deficit played the biggest role in the defeat 
of Talats Republican Turkish Party (CTP). But 
also contributing to the loss was disillusionment 
arising from a lack of progress in the reunification 
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talks and the EU’ failure to keep its 2004 promise 
to ease Turkish Cypriot isolation. The UBP, known 
for its closeness to hard-line factions in Turkey, 
campaigned on demands for new guarantees from 
Turkey and a high degree of autonomy or indepen- 
dence for Turkish Cypriots in any settlement. 


LOSING STEAM 

So what has so eroded the high hopes of 2008? 
First, Christofias and Talat have proved unable to 
rekindle the excitement of 2004, when vocal advo- 
cates of a settlement, along with vocal opponents, 
made themselves heard on both sides. Today, even 
angry denunciation of the talks is rare. Opinion 
leaders in both communities have at times seemed 
cynical about the process. Officials have done 
almost nothing to implement the 22 confidence- 
building steps agreed to in the summer of 2008— 
as one official put it, we “fight about how to do it, 
and then we're too lazy to do it.” 

Moreover, negotiations on the principle that 
“nothing is agreed until everything is agreed” have 
helped participants feel that some convergence 
has been achieved, but 
have not given them any- 
thing to show in public for 
their effort. The two leaders 
have never had a joint pub- 
lic strategy, nor have they 
jointly communicated their 
undoubted desire to build a 
brighter future for Cypriots. The negotiating pro- 
cess has never even acquired a name. 

Prospects for a settlement were damaged in 
Greek Cypriot opinion because it took a year of 
bickering just to agree to open a new crossing 
point on a mountain road—signalling how loose is 
the leaders’ grip on the negotiations. For Turkish 
Cypriots, one problem has been Christofias’s 
frequent public expressions of doubt about the 
prospects for success, apparently to keep his hard- 
line coalition partners on his side and because he 
believes it strengthens his hand at the negotiating 
table. 

Talat, meanwhile, has been undermined by his 
partys poor performance in government. Also, 
although he came to power campaigning for fed- 
eral reunification, Talat lost moral authority by 
revealing different and sometimes contradictory 
feelings to different constituencies about the likely 
outcome of the talks. Polls show Turkish Cypriot 
opinion drifting away from support for a settle- 
ment and for reunification based on a federation. 


The Cyprus dispute has closed down 
half of Turkey’s entire negotiating 
process with the EU. 


Perhaps the most important hurdles facing 
the negotiators, however, are the deep distrust 
between Greek Cypriots and Turkey, and the fail- 
ure until now of the countries that enjoy good 
relations with both of these parties—Greece and 
to an extent the United Kingdom—to find a way 
to bring the two sides together. 

Greek Cypriots, Turks, and their respective 
countries have changed vastly since the 1960s, 
but lack of familiarity between them means that 
old hostile prejudices have gone unchallenged. In 
2008, both Ankara and Nicosia had leaderships 
that publicly committed to finding a settlement. 
But ultimately the top leaders maintained overly 
ambitious expectations of what a settlement would 
look like, overestimated how much the EU could 
or would force the other side to compromise, and 
believed that the other side was not really aiming 
for a settlement. The mutual conviction that there 
was little prospect of success kept both sides stuck 
at the starting point in negotiations, maintaining 
positions that should have been only opening bids. 

Much debate revolves around the Treaty of 
Guarantee, which Turkey 
invoked to invade in 1974. 
The treaty is one of three 
interlocking treaties signed 
by Turkey, Greece, and the 
United Kingdom in 1960 





according to which they 
pledged to guarantee the 
state of affairs.on Cyprus. All parties will have to 
agree on any change to the treaty. But the debate 
has been more a proxy for mutual distrust than a 
real examination of the issues. 

Greek Cypriots who really talked to Turks 
would probably find Ankara ready to.be flexible as 
long as it could retain an ultimate right to defend © 
Turkish Cypriots against armed attack..And Turks 
would probably find Greek Cypriots less impla- 
cably hostile to a deal if Ankara could only move 
on from refusing to negotiate with Greek Cypriots 
at all, even as it announces unclear “red lines” on 
matters it considers crucial to the negotiations. 


THE COSTS OF FAILURE 

A flurry of Cyprus-related activities in January 
2010—a three-hour meeting that left the Turkish 
and Greek foreign ministers with broad smiles; a 
Turkish offer to meet the Greek Cypriot compro- 
mise of a revolving presidency; a visit to the island 
by the UN secretary general—has raised hopes 
that a last-minute breakthrough may be possible. 


The problem, however, is that no one involved 
in the process feels that any deadline is approach- 
ing. Talats chances of retaining his leadership 
position in the April 2010 election are, at this 
point, uncertain. If he loses, most Cypriots will 
feel no immediate change on a day-to-day basis. 
Negotiations will continue, because the price of 
being blamed for having sunk the process is high- 
er than just going on. Shadow-fencing will con- 
tinue over what the differences might be between 
a federation and a confederation. 

This does not mean the situation will remain 
static. 

The Turkish Cypriots, already in a weak 
position, will be the biggest losers. Among the 
300,000 people in north Cyprus, they are prob- 
ably already outnumbered compared to immi- 
grants from Anatolia, and are steadily leaving. As 
Turkey cracks a whip over the wasteful finances of 
the Turkish Republic of North Cyprus, and as the 
territory becomes ever more rapidly a cultural and 
economic extension of a relatively poorer Turkey, 
many Turkish Cypriots who have already obtained 
EU passports from the Republic of Cyprus will 
leave for richer places like Istanbul, London, 
and other EU states. Quite a few will move to the 
Greek Cypriot south. 

Turkey will face international opprobrium for 
its military occupation of one-third of an EU 
state. It will be stuck with the $700 million-a-year 
bill for financing the territory. And it will see its 
half-frozen EU negotiation process freeze up com- 
pletely. This means Turkey will lose its main loco- 
motive of domestic reform. As it drifts away from 
the EU, the positive trends of the past 10 years 
may weaken, making Turkish leaders less likely 
to rein in authoritarian tendencies. This would 
unnerve the foreign investors who have supported 
the prosperity of recent years, and diminish the 
charisma that has ‘made the Turkish development 
model so appealing to Middle Eastern and other 
countries in the region. 

Turkish politicians trumpet the line that the 
world “must not force us to choose between 
Europe and the Turkish Cypriots, because we'll 
always choose the Turkish Cypriots.” In fact, if 
Turkey turns its back on the EU in the absence of 
a Cyprus settlement, this is the surest route to the 
slow extinction of the Turkish Cypriot community 
on the island. 

For Greece, too, failure to settle Cyprus has 
costs that it can ill afford in a time of national 
financial difficulty. The political side of the- 
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decade-long normalization process with Turkey 
is flagging. In private, officials in Ankara make 
clear that without a settlement on Cyprus there 
will be little chance of resolving Greco-Turkish 
differences in the Aegean Sea. And without that, 
there will be no end to the constant testing of 
each others air and other defenses, a costly 
burden that has helped make Greece's ratio of 
defense spending to economic output one of the 
highest in the EU. à 

The Greek Cypriots have succeeded in creat- 
ing a prosperous economy since the catastrophe 
of 1974, but they have reached the limits of what 
they can achieve. They risk turning into a ghetto 
on the easternmost tip of Europe. Hotels have 
been struggling for nearly a decade, with high 
airline fuel prices undermining competitiveness 
and the best coastlines overbuilt. In the absence of 
normalization with Turkey, the neighboring eco- 
nomic powerhouse, parents already are noticing 
that their brightest children are heading to Athens 
and other more globalized European cities. 


COME TOMORROW © 

Decades with no change in the status quo show 
that the Greek Cypriots are losing their bet that 
the world will one day enforce their legitimate 
rights without significant compromise on their 
part. Failure to reach a solution in 2010 will 
ensure that another generation will grow up with 
Turkish troops manning a front line that zigzags 
through the stone streets and palm trees of the 
Cypriot capital. Compensation to Greek Cypriots 
for the Turkish occupation of their properties will 
be left to the whim of international courts, and 
large swathes of territory that would have been 
returned in a peace deal will never be recovered. 

For years, Greek Cypriot politicians and opin- 
ion leaders have bitterly protested that the Annan 
Plan that they rejected in 2004 should not be 
mentioned ever again because it represented an 
international plot to destroy their country. But 
in January 2010, President Christofias sent a 
letter to the five permanent members of the UN 
Security Council in which he officially protested 
10 instances in which, he said, a set of new 
Turkish proposals differed from the Annan Plan. 

As time goes by, more and more people may 
come to regret the demise of this rigorously 
negotiated document, however difficult it might 
have been to implement. Saving today has always 
seemed more palatable to Cypriots then planning 
for tomorrow, but tomorrow always comes. E 


PERSPECTIVE 





What Happened to Britain’s Labor Party? 


MARTIN SMITH 


of a long election campaign that began 

informally in January. The Labor govern- 
ment is nearing the end of its third term in office, 
having held power since a landslide election in 
1997.'As with many governments of long duration, 
a sense of exhaustion has developed. But the fun- 
damental problem undermining Labors electoral 
prospects this year is the recent economic crisis. 

Labors 13 years in power have seen fundamen- 
tal changes in the nature of British society. The 
Labor government oversaw a period of unprec- 
edented economic growth, as the United Kingdom 
seemed both to end its economic decline relative 
to other European countries and to break out 
of the boom-and-bust cycle that had dominated 
Britain’s postwar economic history. 

With the fruits of an expanding economy, the 
Labor government invested heavily in the public 
sector, increasing state expenditures significantly 
both as a percentage of GDP and in real terms. 
This spending trend highlighted the way in which 
Labors traditional social democratic principles 
had evolved, as party leaders promoted market 
growth to pursue social justice goals. 

Without a doubt, the Labor government 
enjoyed considerable luck with its economic 
policies, as an expansionist world economy drove 
domestic growth while inflation was limited by 
increasing production in China, combined with 
relatively low oil prices. Between 1997 and 2005, 
Britain’s annual GDP increased in real terms by 
21 percent, and much of this extra income went 
toward increases in public expenditures rather 
than reductions in taxation. This spending result- 
ed in qualitative changes to the country’s provi- 
sion of education and health care. 

Some of the most noticeable changes under the 
Prime Minister Tony Blairs government occurred 


T: United Kingdom today is in the middle 
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in public spaces. Not only were hospitals and 
schools built or improved after many years of 
declining capital expenditures, but in some cases 
town and city centers themselves were trans- 
formed. Many of the formerly industrial cities 
of northern England—cities that had seemed in 
irreversible decline during the Margaret Thatcher 
years—saw significant regeneration during Blair's 
tenure. And again, these economic and social 
advances resulted from using the free market, and 
in particular a loosely regulated financial sector, to 
generate economic growth. 

But Labor's period of economic success coincid- 
ed with Blairs prime ministership—not Gordon 
Brown’. It can be argued that Brown, the former 
chancellor of the exchequer, has had difficulty 
adapting to the role of prime minister since he 
took over in June 2007, particularly as he has 
faced more challenging economic times. Brown’s 
public support declined when his premiership 
began uncertainly, with indecision over whether 
to call an early general election. 


ECONOMIC TURBULENCE 

More problematic, however, was that Brown’s 
reputation was built on his perceived success as 
chancellor of the exchequer. In that post he had 
presided over a sustained period of economic 
growth—yet his administration has been troubled 
by worsening economic conditions. These were 
starkly illustrated in early 2008 by the near- 
collapse of a British bank, Northern Rock.. As a 
consequence of the subprime mortgage crisis in 
the United States (which developed in part from 
low-income borrowers’ inability to meet repay- 
ment obligations on property loans), Northern 
Rock encountered liquidity problems, reports of 
which prompted a-run on the bank: 

And these problems in the financial sector 
merely presaged the economic and political 
upheaval that was to face the Labor administration 
toward the end of 2008 and into 2009. It was soon 
apparent that measures taken by the government 
regarding the banks—which included assuming 


ownership of Northern Rock—could not prevent, 
in the context of a worldwide downturn, a major 
recession in Britain. 

By early 2009 economists agreed that Britain 


was facing one of its worst recessions in many . 


years—far worse than those experienced in the 
1980s and 1990s, and one that, according to 
experts, would last well into 2010. In the first 
quarter of 2009, the country’s economy contracted 
by 2.4 percent from the previous quarter. It shrank 
an additional 0.9 percent in the second quarter. 
Consequently, by the summer of 2009, 2.5 million 
people were unemployed and that number was 
continuing to rise. 

The Bank of England attempted to counteract 
the recession by cutting interest rates, dropping its 
base rate to 0.5 percent. With no realistic prospect 
of reducing interest rates further, the monetary 
authorities also adopted a policy of quantitative 
easing—in other words, printing money. However, 
the impact of these measures was limited by con- 


sumers’ unwillingness to spend. Facing high levels — 


of unemployment, continued credit restrictions, 
and rises in certain commodity prices (despite 
declining inflation overall), British consumers last 
year tended to save rather than spend. Much of 
the extra money pumped into the economy hence 
remained in bank accounts. _ 


DEFEAT AND DESPAIR ~ l 

For the Labor government, the political con- 
sequences of the recession were severe. In June 
2009, local and European Union elections dra- 
matized Labors loss of public support. In elec- 
tions for the European Parliament, Labor finished 
behind not only the Tories but also the UK 
Independence Party, winning only 15. .7 percent of 
the vote and losing 5 seats. A measure of public 
disaffection was that the extreme-right British 
National Party won over 8 percent of the vote and 
sent 2 representatives to the European Parliament, 
the first time it had won seats in that body. 

In, the 2009 county council elections, Labor 
lost all four councils that it controlled, and it was 
reduced to just 178 council members nationwide 
(out of a total of more than 3,000). The elections, 
marking Labor’s worst defeat in many years, deep- 
ened the party’s crisis. In the run-up to the ballot- 
ing two cabinet members resigned. Following the 
_ voting, a third cabinet member quit and called on 
Brown to step down as leader. ~ 
` However, while many saw the resignations as a 
concerted attempt to undermine the prime minis- 
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ter, Brown managed to survive. Partly, this result- 
ed from the unwillingness of David Miliband, the 
foreign secretary, to declare openly against Brown. 
Also, though a number of Labor members of 
Parliament called on Brown to resign, most party 
leaders gave him their support. 

Essentially, Labor lacked the required ruth- 
lessness to remove Brown as prime minister. But 
Brown retained his position at a price. Alistair 
Darling, the chancellor of the exchequer whom 
Brown had wanted to move, remained in his post, 
and Peter Mandelson was handed a new “super 
department” as first secretary, effectively making 
him deputy prime minister, with considerable 
influence over domestic policy, Mandelson, hav- 
ing been appointed to 35 of 42 ‘cabinet commit- 
tees, is probably the most powerful official in the 
government after the prime minister. 

Even so, disquiet within Labor over Brown’s 
leadership has continued, and in January 2010 
two former cabinet ministers called for his resig- 
nation—a risky strategy so close to an election. 
Brown has hung on, but Labor has entered the 
election period on shaky foundations. 


THE TORIES’ NEW STRATEGY 

Meanwhile, the public’s growing disillusion- 
ment with the Labor government has allowed the 
Conservatives to fashion a more distinctive policy 
agenda. Although the Conservatives were not 
effective at articulating policies to deal with the 
economic crisis, they did start to develop an alter- 
native position to the Labor government in terms 
of the extent of government debt. 

Conservative politicians have promised reduc- 
tions in taxation and public expenditure (saying 
that only health care and overseas development 
aid would be protected). The Conservatives are 
also committed to augmenting the powers of 
the Bank of England in order to increase regula- 
tion of the market and to depoliticize economic 
policy. 

David Cameron, who has led the Conservatives 
since December 2005, changed the party’s strategy 
in 2009. Essentially, he shifted it from one largely 
replicating Blairism toward a more distinctly 
conservative position, closer to Thatcherism. 
Cameron's party, amid continuing anxiety about 
the economy, has bet its electoral prospects on 
calls to reduce the size of the state, shrink budget 
deficits, and ultimately cut taxes. With the elec- 
tion campaign gathering momentum, it currently 
looks like it is the Conservatives’ to lose. a 





The Making of a (Partly) New Order 


WILLIAM W. FINAN JR. 


ccording to the narrative of the cold war 
At has become conventional wisdom, the 

end went like this: We (the United States 
and its allies) won; they (the Soviet Union and its 
Eastern European minions) lost. But history, of 
course, is messier than that. l 

We all know that 1989 marked the end of the 
cold war and the beginning of the end of the Soviet 
Union. What is less certain is precisely why the 
cold war ended then. In the United States, a tri- 
umphalist, zero-sum interpre- 
tation has taken hold among 
those who embrace the victors’ 
privilege to write, and simplify, 
the history. 

But what if someone wrote a 
history that told the story from all sides, one that 
drew not only on memoirs and press accounts 
and the earlier work of scholars but also on the 
archives of nearly all the principal parties to the 
conflict, a history that included interviews with 
the diplomats, politicians, and activists who took 
part in the events? And what if someone wrote 
this history analytically, parsing out the major 
decisions and events, remaining sensitive to the 
grays that shade human behavior, and avoiding 
definitive, black-and-white judgments designed to 
score political points? 

Mary Elise Sarotte of the University of Southern 
California has written such a history. It is called 
1989: The Struggle To Create Post-Cold War Europe. 
A masterful work, fluently written, it weaves into 
its narrative diverse perspectives that help tell 
the story of the demise of Soviet rule in Eastern 
Europe and the unification of Germany after 
nearly half a century of division. 


VISION-FREE 

Actually, 1989 tells two stories. One of them 
focuses on East Germany, the end of Soviet rule 
there, and the lack of widespread violence sur- 
rounding that transition (in contrast to Romania 
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and Yugoslavia in the years to come). The other 
story, which Sarotte believes is more important 
to understand, describes how the end of the cold 
war marked a new beginning, a new order—yet 
an order that was, and remains, without new 
institutions or a new political-military architec- 
ture, in part because, as President George H. W. 
Bush said, he didn’t do “the vision thing.” Nor 
has anyone since. 

The first of Sarotte’s narratives features 
Washington, Bonn, and Paris 
striving together—via the 
personalities of Bush, German 
Chancellor Helmut Kohl, and 
French President Francois 
Mitterrand—to grasp the new 
reality and openings created by Soviet President 
Mikhail Gorbachev's reforms and by his desire to 
reirivigorate a sclerotic Soviet Union. Sarotte viv- 
idly captures the events that rapidly followed the 
fall of the Berlin Wall and how Kohl especially 
was able to use them to his, and Germany’s, 
advantage. 

The second story delineates a new international 
politics that has continued to this day, but one 
still based on cold war institutions and, to a great 
degree; cold war thinking. Arguing against Francis 
Fukuyama’s view that a new post-history beyond 
the old geopolitics began with the end of the cold 
war, Sarotte sees lost opportunities with regard 
to Russia and the continuation of a post-World 
War II mentality, according to ‘which NATO was 
seen as essential even as the Soviet Union and the 
Warsaw Pact became history. 

Twenty years after Germany's reunification, 
the postwar structure of NATO and the European 
Union still secures Europe's political and eco- 
nomic foundations. Whether this is necessarily a 
negative outcome is unclear, and Sarotte does not 
argue that it is. But it does entail loss, in the sense 
of squandered chances to develop a new strategic 
architecture. Sarotte’s book in this respect conveys 
a much-needed appreciation that history, even at 
its hinges, is anything but simple. ` a 
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AFGHANISTAN 

Jan. 13—The UN reports that over 2,400 Afghan civilians died in 
2009 in war-related violence, most of them killed by the Taliban 
and other insurgent groups. The UN also reports that US and 
NATO forces sufferéd 520 deaths on the year, a marked increase 
from the 295 recorded in 2008. 

Jan. 24—-The nation’s electoral commission announces wae due 
to financial and logistical problems, as well as the threat of . 
violence, it will delay until September parliamentary elections 
previously scheduled for May. The announcement is applauded 
by foreign governments and international organizations, which 
had been concerned that early voting would suffer from the 
same legitimacy problems that plagued a presidential election in 
August 2009. 

Jan. 27—-NATO reaches a deal with Kazakhstan allowing the alliance 
to transport supplies to Afghanistan through the Central Asian 
republic, With NATO already having signed similar deals with 
Russia, Ukraine, and Uzbekistan, the way is now clear for supplies 
to reach Afghanistan from Europe via an overland route. 

Jan. 31—President Hamid Karzai announces that, with an eye 
toward achieving political reconciliation in his strife-ridden 
country, an assembly will be convened within 6 weeks involv- 
ing representatives of the government and of groups such as the 
Taliban. Karzai is also preparing a plan to offer Taliban members 
jobs, education, and other benefits in exchange for their defec- 
tion from the insurgent Islamist organization. 


CHILE 

Jan. 16—Ina runoff election, wealthy boaiem and former 
senator Sebastián Piñera is elected president, winning 52% of 

_ the vote compared to 48% for a former president, Eduardo Frei. 
Piñera is the 1st conservative in over 5 decades to win the presi- 
dency through democratic means. He is not expected to diverge 
radically from the economic policies of the incumbent president, 
left-leaning Michelle Bachelet. Bachelet is popular with voters 
but her political coalition is perceived as lacking new ideas. 


CHINA E 

Jan. 10—Data released by China’s customs office show that the 
country eclipsed Germany in 2009 as the world’s top exporter, 
marking a milestone in the nation’s unpreçedentedly rapid eco- 

` nomic modernization. 

Jan. 12—The US-based internet search company Google announces 
that, in response to electronic attacks on its computer systems 


originating in China, it will no longer cooperate with the Chinese ` 


government to censor the internet. Google also says it might ter- 
-minate its Chinese operations entirely. Another 20 or so compa- 
nies, mostly US-based, were victims of the cyber attacks. 
Jan. 29—The administration of US President Barack Obama 
approves a package of arms sales to Taiwan. The package 


includes Patriot missiles and Black Hawk helicopters, but a deci- . 


sion on selling F-16 fighter planes to Taiwan is deferred. China, 
which views self-governing and democratic Taiwan as a province 
of the People’s Republic, reacts to the move by canceling some 
military-to-military contacts with the US and imposing sanctions 
on-some US companies involved in manufacturing the arms. 


CROATIA 
Jan. 10—A runoff presidential election is won by Ivo Josipovic 
of the Social Democrat Party- Josipovic wins 60% of the vote, - 


compared to 40% won by the more conservative Milan Bandic, 
the mayor of Zagreb. Josipovic vows to pursue policies that will 
allow Croatia to join the EU in 2012. 


GUINEA 


` Jan. 18—Ahead of elections scheduled for this year, the military 


junta that has ruled Guinea since December 2008 appoints 
opposition figure Jean-Marie Doré as prime minister. Since a 
September 2009 incident in which soldiers massacred over 150 
political opponents and raped many women, the junta has been 
under intense international pressure to begin restoring democ- 
racy. The choice of Coré is widely seen as a constructive one. 


HAMI 

Jan. 12—A powerful earthquake, with its epicenter near the capital 
city of Port-au-Prince, strikes Haiti. The death toll is difficult 
to determine with any certainty but the government produces 
an estimate of 150,000. In addition, the disaster leaves about 1 
million people homeless. A massive international relief effort fol- 


lows, but is hampered by the ruin of the nations transportation - 


infrastructure and by the near-collapse of its government. 


IRAN 

Jan. 16—Agreement is ‘reached i in a meeting among the US, Rus- 
sia, China, France, Great Britain, and Germany that further 
punitive action by the UN Security Council against Iran'may be 
warranted due to the country’s inadequate responses to interna- 
tional concerns about its nuclear program. China; however, sig- 
nals that ıt opposes immediate imposition of further sanctions. 


IRAQ 


- Jan. 14—Iraq$ electoral commission bars about 500 candidates from 
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participating in parliamentary elections scheduled for March. 
The banned candidates include both Shiites and Sunnis, but the 
majority are seen as rivals to the governing bloc of Prime Minis- ' 
ter Nuri Kamal al-Maliki. The decision, which provokes boycott 
threats, seems to undercut political reconciliation efforts. 


JAPAN 

Jan. 15—Japan brings to an end its Indian Ocean refueling mission 
that has supported the NATO military effort in Afghanistan. Mil- 
itary observers say the change will have no effect on the conduct 


of the Afghan war, but the US had heavily lobbied the Japanese _ 


to continue their participation. 


KOREA, NORTH 

Jan. 11—North Korea proposes negotiating with the US to establish 
a formal peace treaty ending the Korean War, which was con- 
cluded in 1953 with a truce. Pyongyang predicates terminating its 
nuclear weapons program on the conclusion of a-peace treaty, but 
other nations involved in the North Korean nuclear question—the 
US, South Korea, China, Japan, and Russia—have emphasized . 
addressing nuclear weapons before negotiating a peace treaty. 


NIGERIA 

Jan. 28—US Secretary. of State Hillary Clinton, alongwith the for- 
eign ministers of Britain, France, and the EU, sends an open letter 
to Nigeria’s government urging that, amid a political crisis caused 


by the prolonged absence from the country of President Umaru 
Yar Adua, constitutional processes be respected. In November 
Yar'Adua traveled to Saudi Arabia to receive medical treatment 


without formally handing over power to Vice President Goodluck - 


Jonathan. Yar’Adua has not returned, nor is 1t certain that he will. 


PAKISTAN 


Jan. 1—A suicide bomber believed to be a member of the Taliban 


detonates an explosive-laden truck at a volleyball game in the vil- 
lage of Shah Hassan Khel in Pakistans northwest, killing at least 
89. Authorities suggest the village was attacked because residents 
were forming a milita in support of the countrys government, 
which in recent months has increased its efforts to gain control 
over regions in which the Taliban have operated freely. 

Jan. 12—The Pakistan Institute for Peace Studies, an independent 
research organization, reports that over 3,000 Pakistani civilians 
were killed in 2009 in militant attacks. The civilian death toll is 
higher than in neighboring, war-torn Afghanistan. 


RUSSIA 

Jan. 15—Russia’s parliament approves a reform plan for the Euro- 
pean Court of Human Rights after long having opposed such 
reform. Changes to the court will allow it to process a backlog of 
cases, many of which have been filed against Russia. The parlia- 
ment’ decision is seen as part of a Russian effort to umprove ties 
with the country’s neighbors in Europe. 


SRI LANKA 


Jan. 26—President Mahinda Rajapaksa wins reelection in a contest 
pitting him agaist former army commander Sarath Fonseka. 


FROM THE ARCHIVES 
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Rajapaksa wins 58% of the vote compared to 40% for Fon- 

seka. The government, concerned that Fonseka will refuse to 
accept the official results, surrounds Fonseka’s hotel with mili- 
tary forces, raids his offices, and detains some of his staff and 
supporters. Both Rajapaksa and Fonseka played key roles in 
bringing to an end ın 2009 the country’s long-running civil war - 
fought against Tamil rebels. 


UNITED STATES 


Jan. 8—The Labor Department reports that the American 
economy lost 85,000 jobs in December, a figure later revised 
to 150,000. The news dashes hopes raised by November's 
employment gains that the country’s jobs situation would 
begin to improve rapidly. US unemployment has stood at 10% 
or higher since October 2009. 


Jan. 29—The Commerce Department reports that the US economy 
grew at a rate of 5.7% in the 4th quarter of 2009. This rapid 
rate of GDP growth is attributed mostly to companies’ restock- 
ing their inventories after an extended period of letting them 
dwindle. Consumer spending, by far the largest element of the 
country’s GDP, grew at a very slow rate. 


VENEZUELA 


Jan. 8—President Hugo Chavez, presiding over an economy that 
contracted at a rate of 2.9% in 2009, announces a drastic deval- 
uation of Venezuelas currency, the bolívar. The bolívar, which 
was previously valued at 2.15 to the US dollar, will now trade at 
4.3. The move is intended in part to make Venezuelan exports 
more competitive. i 


What Current History authors were saying. . . 


5 years ago 


The pull of Europe remains weak, while 
the bread-and-butter policies citizens 
care about most, including the wel- 
fare and identity issues that dominated 
the referendum debates, remain almost 
exclusively in national hands. The fail- 
ure of European elections to generate 
high turnouts or focus on EU issues 
over the years suggests that citizens fail 
to participate in EU politics not because 
they are blocked from doing so, but 
because they have insufficient incentive. 


ANDREW MORAVCSIK 
A Too Perfect Union? 
Why Europe Said “No” 
November 2005 


10 years ago 


The future of Kosovo as an international 
protectorate appears likely to mime the 
experience of Bosnia, namely, alternat- 
ing periods of progress and regress in 
democratization and interethnic rec- 
onciliation, a condition reflecting the 
international communitys vacillating 
commitment to Balkan transforma- 
tion. But in the longer run, whatever 
the political evolution of neighboring 
Serbia and Montenegro, the Albanians 
of Kosovo appear determined to pursue 
their state-building dreams. 


LENARD J. COHEN 
Kosovo: “Nobody’s Country” 
March 2000 
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“Eyen if all essential parties are interested in a negotiated settlement, getting to yes is no sure thing.” 


Afghanistans Rocky Path to Peace 


J ALEXANDER THIER: 


t is a hallmark of intractable conflicts that 
iE distance between the status’ quo and 

the conflicts inevitable resolution can appear 
unbridgeable. Such is the -case with today’s 
Afghanistan: 

For the first time since 2001, when the US-led’ 
intervention in Afghanistan began, a serious pros- 
pect exists for political dialogue among the vari- 
ous combatants, aimed at the cessation of armed 
conflict. Over the past few months, and high- 
lighted by a conference on Afghanistan’ held in 
London on January 28, 2010, signs have emerged 
of a concerted and comprehensive effort to engage 
elements of the insurgency in negotiations, recon- 
ciliation, and reintegration. 

In London, Afghan President: Hamid Karzai 
repeated a previous offer to negotiate with, and 
reintegrate, not only low-level foot soldiers 
and commanders of the Afghan insurgency, but 
also its leadership, including the Taliban chief 
Mullah Muhammad Omar. Karzai went further by 
announcing that he would in the spring convene 
a national peace jirga, a traditional Afghan assem- 
bly, to facilitate high-level talks with the insur- 
gency. Karzai expressed hope that Saudi Arabia 
would play a key role in this process. 

Eight and a half years after the invasion, amid 
rising insecurity across Afghanistan and with 
a“ continuously ‘expanding international troop 
presence in.the country, the prospect of a negoti- 
ated settlement with some or all elements.of the 
insurgency is enticing. However, a successful path 
toward sustainable peace in: Afghanistan remains 
far from obvious. Fundamental questions persist 
about the willingness and capability of key actors, 
inside and outside Afghanistan, to reach agree- 


J ALEXANDER THIER is the director for Afghanistan and Paki- 
stan at the US Institute of Peace. He is the editor and coauthor 
of The Future of Afghanistan (USIP, 2009). ~ 
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ments and uphold them. Further, the content 
of an ‘agreement or series of agreements, as well 
as the process by which any accord: would be 
established, is uncertain. And even if all essential 
parties are interested in a negotiated settlement, 


getting to yes is no sure thing. ’ 


PEACE—WHO WANTS IT? 

Winston Churchill said “to jaw-jaw is always 
better than to war-war,” but:jaw-jaw is not always 
easier. In’ Afghanistan, the process is not off to 
a promising start. Already, US Secretary of State 
Hillary Clinton has all but ruled out negotiat- 
ing with the Taliban’s senior leadership. She told 
National Public Radio in January. that the United 
States is “not going to talk to the really bad guys 
because the really bad guys are not ever going to 
renounce Al Qaeda and renounce violence and 
agree to re-enter society. That is not going to hap- 
pen with people like Mullah Omar and the like.” 

Meanwhile; President Barack Obama took full 
ownership of the war in a December 1, -2009,; 
speech at the US Military Academy. The president, 
after having sent 21,000 additional -troops to 
Afghanistan in the first months of his presidency, 
ordered another 30,000 soldiers into the theater— 
a place he called the “epicenter of violent extrem- 
ism,” where “our national security is at stake.” By 
the summer of 2010, the international presence 
will amount to about 135,000 troops, with the 
United States contributing 100;000 of them. 

Obama’s announcement came nine days before 
he accepted the Nobel Peace Prize in Oslo, but it 
was no peacemakers gambit. Rather, he sent the 
troops to undergird a robust new strategy aimed 
at displacing the insurgency from key population 
centers. While this surge of forces may eventually 
create more propitious conditions for a’ negoti- 
ated settlement, it may in the near term have the 
opposite effect. 
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Even so, it is time to take seriously the idea of 
political reconciliation in Afghanistan, to weigh the 
prospects for arriving at such an outcome, and to 
consider the obstacles in the way. If we cannot even 
imagine how reconciliation might be achieved, it 
will be impossible either to prepare the way or to 
determine whether the path is worth traveling in 
the first place. 

Is the conflict in Afghanistan ripe for resolu- 
tion? In a conflict, after all, reaching a settlement 
can be very difficult even when the key players 
have decided that they want it. Every war has its 
own logic—and its own economy. 

Peace in Afghanistan will require the ‘stars to 
align. Several. constellations of actors will have 
to participate to secure a lasting peace. These 
include the “progovernment Afghans”—that is, 
along with the government itself, those opposi- 
tion groups that are not fighting-the government; 
the insurgents (themselves composed of at least 
three major groupings); the United States and its 
partners in the International.Security Assistance 
Force (ISAF); and regional powers like Pakistan, 
Iran, India, and China. Also in the mix are several 
spoilers—groups that likely will never want ‘sta- 
bility. These include Al Qaeda, Pakistani radical 
groups in solidarity with the Afghan insurgents, 
and.the drug traffickers who move 90 percent of 
the world’s illicit opium. 

In any case, do the progovernment pikes want 
to reconcile with the Taliban? Karzai, who sees his 
future and his legacy hinging on a political settle- 
ment, has been a strong advocate for such efforts, 
and he is using his executive power and personal 
prestige in support of them. He is backed by large 
segments of an Afghan: society that is bone-tired 
of war. and is likely willing to accept significant 
compromises in exchange for stability. 

Many, however, including: some -close to 
Karzai, may be much more ambivalent. Assume 
for a moment that a deal means conceding to 
the Taliban control: over some part of- southern 
Afghanistan. The people around Karzai who gov- 
ern these provinces, who operate construction 
and -road-building enterprises, and who profit 
from the drug trade would under such a settle- 
ment lose their power and their cash cows. . 

Two of the enterprises that’ generate the most 
profit are transport—essential for supplying 
international forces—and private security, in the 
form of companies that guard convoys, bases, 
and reconstruction projects.. These multibillion- 
dollar industries would wither rapidly if stabil- 


ity. were established ‘and international forces 
withdrew. Other Karzai allies—such as his two 
warlord-cum vice presidents from the Northern 
Alliance, Muhammad Fahim and Karim Khalili— 
represent constituencies that have fought the 
Taliban since 1994 and are not keen to see them 
gain any power. 

Other potential opponents of a peace deal 
include civil society organizations that have 
pushed for human and especially women’s rights 
in the post-Taliban period. Allowing the return of 
Taliban-style gender apartheid policies, even in 


limited sections of the country, would be anath- 


ema to these groups and the vocal international 
constituency that supports them. - 


MEN WITH GUNS 

And what about the insurgents? The three 
major groupings—Mullah Omar's Taliban, directed 
fronr sites in Pakistan; the Haqqani network; and 
Gulbuddin Hekmatyar’s Hezb-e-Islami—are not a 
monolith, and may treat the prospect of negotia- 
tions differently. This differentiation is often seen as 
a good thing, because parts of the insurgency might 
split off from the rest. But recalcitrant actors might 
also try to sabotage the process. Also, even a suc- 
cessful settlement with one group will not under 
these circumstances end the insurgency. 

The harder question, though, is why the insur- 
gency would sue for peace if it believes it is win- 
ning and the Americans are preparing to leave. 
Considering the Karzai government's continued 
loss of moral authority, the insurgency’s still large- 
ly safe haven in Pakistan, and an ongoing decline 
in public support for the war in NATO countries, 
the insurgents might easily decide to wait out the 
next few years, meanwhile waging a very effective 
guerrilla campaign. 

But several- factors could ‘conspire to change 
their calculus. The first is the war itself. Obama’s 
deployment decisions will essentially double the 
number of forces in the country this year. The’ 
Afghan security forces are also growing—and 
some are getting better at their jobs. The bigger 
force numbers, moreover, are accompanied by a 
new counterinsurgency strategy, one. that looks 
likely to produce effects more lasting than those 
generated by the, Bush administration’s “economy 
of force” strategy, which involved too few troops 
to secure territory won through battle. 

NATO also seems finally to have figured out 
how to reduce Afghan civilian casualties, depriv- 
ing the insurgency of a key propaganda asset at a 


moment when militants are killing more civilians 
than ever. The United Nations estimates that in 
2008 the Afghan and international military forces 
killed 828 civilians, and the insurgents killed 
1,160. In 2009, the numbers were 596 and 1,630 
respectively. 

The war on the Pakistani side of the border, 
involving drone aircraft, has also been stepped up, 
and both the Pakistani Taliban's top leader and his 
` replacement have been picked off in such strikes 
in recent months. It is unclear whether guided 
missile attacks have been used against Afghan 
insurgent targets in Pakistan as yet, but certainly 
the capability exists. 

If all this adds up to a sauce in military 
momentum, popular attitudes might change, cost- 
ing the Taliban support and increasing: the num- 
ber of people willing to inform or even fight 
against them. 

+ Increased credibility of Afghan and interna- 
tional civilian efforts also could have an impact 
on public opinion. While -most Afghans'do not 
support the Taliban, they have had little incen- 
tive to risk their necks fora - 
government widely viewed 
as corrupt and ineffective. 
If the Afghan government ' 
and its international part- 
ners can present a compel- 





Pakistan’s attitude toward the use 
of militants as a strategic asset in 
Kashmir and Afghanistan is changing. ` 
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and Mir Muhammad, the Taliban's “shadow gov- 
ernors” for two Afghan provinces. 

_ Pakistan has come under. increasing pressure 
from the Obama administration to confront the 
Afghan Taliban, with senior US officials report- 
edly telling the Pakistanis that if they do not 
act within their own territory, the United States . 
will. Islamabad is.also grappling with an internal 
struggle against militants who are determined 
to overthrow the state, and it has learned some 
hard lessons after getting burned by extremist 
fires that it has stoked in the past. That said, 
Pakistan is unlikely to abandon its longstanding 
patron-client relationships with groups that it 
still considers strategic assets. But it might use 
its leverage to help force a political outcome in 
Afghanistan. 

The United’. States, despite Sidhe cee 
seems to view an Afghan political settlement 
that includes the Taliban. as a possible ele- 
ment of its plan’ to draw ‘down US forces. In 
early 2009, the Obama administration’s focus 
was almost exclusively on “reintegration,” or 
. coaxing insurgents off the 

battlefield, rather than 
“reconciliation,” which 
implies a broader politi- 
cal settlement with insur- 
gent. leaders. According to 
a March 2009 statement of 








ling, plausible alternative 
to the Taliban, backed by 
significant new investments in dvv of ser- 
vices and good governance, the environment 
‘ will become less hospitable for the insurgents. 
The Afghan government and NATO have also 
launched a massive new reintegration effort 
intended to lure insurgent soldiers and low-level 


commanders off the battlefield. If this program . 


succeeds in demobilizing combatants and safely 
reintegrating them into society, prospects for 
defeating the rebels would brighten. 


THE PAKISTAN FACTOR l 

And finally, the insurgency would be dealt a 
~ heavy“blow if it lost its. sanctuary in Pakistan. 
The Taliban recruit, train, fundraise, convalesce, 
and maintain their families there. For years, the 
Pakistani government has denied.that the insur- 
gent leadership was present in the country, but 
this has begun to change. In February, the govern- 
ment arrested Mullah Abdul Ghani Baradar, the 
operational commander of the Afghan Taliban. 
The Pakistanis also arrested Mullahs Abdul Salam 


` Obama’s new Afghanistan 
and Pakistan strategy: “Mullah Omar and. the © 
Taliban’s hard core that have aligned themselves 
with Al Qaeda are not reconcilable and we can- 
not make a deal that includes them.” eee 
It appears that eight months of bad news from 
Afghanistan, along with declining support for 
the war: among the US. public'and some soul- 
searching deliberations, softened the administra- 
tion’s stance toward the prospect of negotiations. 
In his December West Point address, Obama 
said, “We will support efforts by the Afghan 
government to open the door to those Taliban 
who abandon violence and respect the human 
rights of their fellow citizens:” And in January 
of this year, just days before the London con- 
ference, General Stanley’ McChrystal, Obama's 
handpicked commander. of the- ISAF, said, “I 
believe that a political solution to. all conflicts is 
the inevitable outcome.” 
Afghanistan’s neighbors and other regional 
powers also have a say in the process—or at least 
a veto. Pakistan, Iran, India, Russia, and Saudi 
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Arabia have all contributed to Afghan instability 
over the past three. decades, supporting various 
warring factions (while also at times supporting 
peaceful development).. Afghanistan is a poor, 
mountainous, landlocked country with a weak 
central government, and while it is difficult to 
control, it has always been too easily destabilized 
by the predations and manipulations of larger 
powers. An agreement among regional actors to 
promote mutual noninterference in Afghanistan’s 
internal affairs would be necessary to secure the 
peace. 

Efforts to reach such an agreement are ham- 
pered by regional and international: rivalries 
that drive the desire to intervene. Pakistan, 
the most significant of the regional players, 
backed the Taliban in the 1990s in order to end 
Afghanistan’s civil war, open trade routes to 
the newly independent states in Central Asia, 
and secure a friendly government in Kabul. 
This strategy worked for a while, but the 
Taliban regime proved so odious and extreme 
that Pakistan found itself, on September ‘11, 
2001, on the wrong side of a 
great conflict enguiing the 


region. 
The Pakistani security 
_establishment, though it 


cooperated with the US inva- - 
sion of Afghanistan, has 
found it difficult to completely break with its for- 
mer. clients, and has allowed the Taliban sanctuary 
in Pakistan. Thus..Pakistan serves simultaneously 
as the primary supply route for the ISAF and as the 
base for the insurgent pe 


THE INDIAN PRESENCE 

Why this untenable balancing act? The 
Pakistani military and its intelligence apparatus 
still feel surrounded by India. Pakistan has lost 
three or four wars to India (depending on how 
you count them).. India’s superiority in economic 


and conventional military strength; combined. 


with Pakistan’s unresolved border issues with both 
India (Kashmir) and Afghanistan’ (the Durand 
Line), keeps Pakistan’s guard up. Islamabad is 
also facing a severe domestic militancy crisis that 
has cost thousands of lives—and, in Baluchistan, 
a simmering separatist insurgency that, Pakistan 
charges, receives Afghan-Indo support. 

India for its part maintains strong relations with 
the Karzai government and is training Afghan civil 
servants and providing hundreds of millions in 


Every war has its own logic— 
and its own economy. ` 





aid to Kabul—despite itself having the highest 
number of poverty-stricken people in the world. 
Pakistan feels threatened by India’s relationship 
with Afghanistan, and so continues to maintain a 
hedge in the Taliban. 

Many believe, as a consequence, that the road 
to peace in Afghanistan runs through Delhi. 
Yet, if Afghan stability is held hostage toa com- 
prehensive accord between Pakistan and India, 
we can forget about it. In the near term, ways 
must be found to mitigate Pakistan’s concerns 
about India and Afghanistan.. The resumption 
of comprehensive talks between Pakistan. and 
India—which were tabled after a Pakistan-based 
extremist. group carried out a November 2008 
massacre in Mumbai—could provide a critical 
outlet. Also, because of brutality and overreach- 
ing by the Pakistani Taliban and other groups in 
the past few years, Pakistan's attitude toward the 
use of militants as a strategic asset in Kashmir and 
Afghanistan is changing. 

Iran's -potential.role also remains ambigious. 
Tehran has supported the Karzai government, 
provided some develop- 
ment assistance near west- 
ern Afghanistan's border with 
Iran, and was a strong foe 
of the Taliban. It has also 
acted consistently to combat 
the opium trade, which has 
helped create an estimated 4 to 5 million Iranian 
addicts—a massive public health crisis. 

On the other hand, Iran is encircled by US 
forces in Iraq and Afghanistan, and it faces con- 
tinuing confrontation with the United States over 
its nuclear program. A settlement in Afghanistan 
would allow the United States to concentrate more 


. on dealing with Iran, and would free up US military 


assets as well. Tehran might prefer to see America 
bogged down in a costly conflict. 


ART OF THE DEAL 

Prevailing on key parties to’ agree to a peace 
deal will depend heavily on the shape of the deal 
itself: Last year some starting positions were aired, 
but both sides effectively demanded the others 
capitulation. The Afghan and US governments 
called on insurgents to reject Al Qaeda, lay down 
their arms, and accept the Afghan constitution. 
The insurgents demanded withdrawal of foreign 
forces, removal of the Karzai government, and 
revision of the Afghan constitution to create a 
“true” Islamic republic. 


Each of the three primary parties—the Afghan 
government, the Taliban, and the United States— 
would enter negotiations with their political sur- 
vival depending on one condition. For Kabul, 
the condition for survival is just that—survival. 
In other words, the Karzai government will not 
make a deal requiring it to step down or hand over 
power. Such a prospect appears to Kabul far worse 
than the status quo; in addition, the likelihood of 
the government's catastrophic collapse seems dis- 
tant enough to ignore. 

For the Taliban leadership, the condition is 
the withdrawal of foreign forces. The Taliban's 
success today relies not on ideology, but rather 
on resistance to foreign occupation .and Karzai’s 
corrupt puppet regime. It would be hard for the 
Taliban, perhaps impossible, to accept some sort 
of accommodation with Karzai—but it is nearly 
unimaginable that the Taliban would accept any 
agreement that does not include the fairly quick 
withdrawal of foreign forces from the Taliban 
heartland, and their timeline-based withdrawal 
from the entire country. Between this Taliban 
demand and the US desire to withdraw, a pleas- 
ing symmetry exists. But Afghanistan's fragility 
and that of neighboring Pakistan—a country that 
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to the United States represents an even greater 
national security concern—will make pulling out 
entirely a risky endeavor. 

For the Obama administration, the one com- 
pletely sacrosanct condition for a peace deal 
with insurgents is a firm, verifiable break with Al 
Qaeda. Al Qaeda was the reason for going into - 
Afghanistan to begin with, and this issue will 
prevent US withdrawal until it is addressed. But 
can the Taliban break with Al Qaeda? The two 
entities grew up together, and so did their lead- 
ers—fighting the Soviets, ruling Afghanistan from 
1996 to 2001, and since 2001 returning to the 
fight, against the Americans. They have shared 
foxholes, and reportedly have established family 
ties through marriages. . 

The Taliban have made an effort to suggest 
they would rule without Al Qaeda. In November 
2009, they released a statement claiming that the 
“Islamic Emirate of Afghanistan wants.to take con- 
structive measures together with all countries for 
mutual cooperation, economic development, and 
[a] good future on the basis of mutual respect.” 
But would a ban on Al Qaeda in Taliban-controlled 
territory be verifiable? After all, international ter- 
rorist cells continue to operate in Pakistan, where 
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the United States has resorted to an all-but-official 
drone war because of the lack of local cooperation 
and the inaccessibility of the territory. 


UP FOR DISCUSSION 

Aside from these core conditions, everything 
is to some extent negotiable. Some groups in 
the “progovernment” camp have for years sup- 
ported changes to the 2004 constitution and to 
Afghan law that would increase power sharing, 
decentralization, and strengthening of Islamic 
strictures. Many conservative political leaders, 
mostly former mujahideen figures, would love to 
see an increased role:for Islamic law, or sharia. A 
political and legal map that allows for regional 
variation might make sense in such an ethnically 
and geographically segmented country. 

Meanwhile, a process of political reconciliation 
with the Taliban could be used not only to. mol- 
lify the insurgents, but also to address tensions 
still lingering from the civil war, as well as per- 
ceived inequities among pecs regions and 
ethnicities, which continue 


were in contravention of the constitution or the 
terms.of the peace agreement. ` 

There is also a real possibility that combatants 
on all sides of the conflict who have committed 
war crimes.and atrocities will not be brought to 
justice. Evidence from many conflicts suggests a 
sustainable peace is unlikely without such reck- 
oning. 

Even so, the real issue in negotiations is not like- 
ly to be the rules themselves, but rather who makes 
and enforces them. Power sharing is the firmament 
of all peace processes, and changing the Afghan 
political system will have to involve sharing power. 
What exactly would a power sharing arrangement 
look like? Would the Taliban (and other groups) be 
given control over certain provinces? Would they 
help fill out the ranks of the Afghan national secu- 
rity forces? Would they be guaranteed a number’ 
of ministries or seats in the parliament? Or would 
they simply be allowed to compete for such things 
in a (quasi) democratic process? 

Peace accords that have been reached in Bosnia, 

Burundi, and Northern 





to cause conflict. Addressing 
these tensions and inequities 
should be a key focus of the 
upcoming peace jirga. 

The United States, its 
Western allies, and the UN 


Most Afghans have had little 
incentive to risk their necks for 
a government widely viewed 
as corrupt and ineffective. 


Ireland, to name a few exam- 
, ples, spell out such arrange- 
ments in great detail. In the 
end, it is even more difficult 
to implement such complex 
provisions than to agree on 





would’ come under serious 
political fire if a deal with 
the Taliban meant abandoning Afghan women— 
whose privations under the Taliban have served 
to rally international support for the intervention 
since 2001. But any legal changes that threatened 
Afghanistan's gains in human rights would likely 
be. limited and subtle, at least on paper. Since we 
are not talking about a deal that would put the 
Taliban in charge of the national government—in 
the near term, at any rate—little danger exists that 
the constitution would be changed to ban outright 
girls’ education or women’s access to employment. 

To be sure, an accommodation with the Taliban 
might accelerate’ the steady erosion ‘of rights that 


Afghan women have experienced in recent years. - 


Indeed, the democratically elected parliament 
passed a family law last year—signed by President 
Karzai—that sanctioned, among other things, 
marital rape under certain circumstances. And if, 
after the ink dried on an agreement, the Taliban 
imposed an unofficial ban on femalé: employment 
in provinces that they controlled, no ISAF offen- 
sive would likely be triggered, even if such a ban 


them. 
s Neighboring coun- 
tries will also be looking for certain guarantees. 


Pakistan wants its allies to succeed, and wants to 


be a key player in the peace process itself. Afghans, 
including perhaps the Taliban, will resent a strong 
Pakistani role in the process, but no process will 
take place without Pakistan. And unless Pakistan 
nudges the Taliban to the table by denying them 
sanctuary, the insurgents can always, if the pres- 
sure gets too high in Afghanistan, retreat into 
Pakistan, where they can go ‘to ground and wait 
out the United States for a few more years. 

Iran, Russia, and the Central Asian states for 
their part will want guarantees that the Taliban and 
other groups will not harbor or export militancy. 
All the neighbors are likely to agree on one thing— 
that Afghanistan should be neutral, SENE alli- 
ances with any of the regional powers. 


CAN IT HAPPEN HERE? 

Even if all the parties are willing to negotiate, 
and sufficient space exists to reach a viable agree- 
ment despite all the red lines, achieving resolution 


will still be enormously challenging. Between and 
among the various,actors there is a fundamental 
lack of trust, and talks-this-year will occur amid an 
intense military campaign. It is unclear whether 
either the Karzai government or the insurgent 
leaders have the wherewithal to discipline their 
own constituencies. Strong leadership will be 
needed on all sides both to craft an agreement and 
to achieve buy-in for unpopular concessions. 

The profusion of players, motivations, condi- 
tions, and potential spoilers seems to cast serious 
doubt on prospects for a negotiated peace. But the 
status quo cannot hold either. Obama has already 
signaled that the Afghan mission has the full sup- 
port of his government until July 2011. At that 
point, if the trajectory of the war has not changed 
appreciably, US strategy-will. Nobody knows what 
that means. It could mean abandonment of the 
counterinsurgency strategy, with increased focus 
given instead to the sort of counterterrorism strat- 
egy reportedly advocated by Vice President Joseph 
Biden in 2009, with few troops on the ground 
and heavy reliance on drones and special forces 
to strike at terrorist targets. A new strategy could 
entail the replacement of the Karzai government. 

Perhaps the most important issue affecting 
chances for a negotiated outcome is whether, to 
the various players, such an outcome looks more 
attractive than the alternatives. If the Taliban 
think they,can run out the American clock with- 
out losing the war, they will do so. If the Karzai 
- government and the.-Americans think they can 
beat the Taliban and stabilize Afghanistan without 
a deal, they will try. If the Pakistanis think that a 
weak, unstable Afghanistan that brings billions 
into their coffers is better, they will undermine a 
deal. So will the Iranians, if they decide the bet- 
ter alternative is a weak and unstable Afghanistan 
that pins down American forces. 

But all of these factors might cut in more than 
one direction. Paradoxically, it is:conceivable that 
the prospect of a US surge and departure could 
make a negotiated outcome more-attractive to all 
parties—that is; negotiations might appear prefer- 
able to the risk of collapse and failure. 

- Do the Afghan people get a say? After 30 years 
of war they, are: among the poorest and most.trau- 
matized people on earth. But they are possessed 
of endurance and an indomitable spirit. If the 
indigenous, neutral leadership that supports a just 
peace could find its voice, that might spur a move- 
ment that presses the parties to reconcile. E 
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How a Botched US Alliance 
Fed Pakistan’s Crisis 


STEPHEN P COHEN 


akistan is undergoing a prolonged crisis. Its 
Porc and political order has been in disar- 

ray for at least 30 years, a mess compound- 
ed by strained relations with neighbors, and even 
with allies. This much is clear. Perhaps less well 
understood, however, is that’ much of Pakistan’s 
current crisis stems from its history of alliances, 
during and since the'cold war, with the West and 
particularly with the United States. 

‘Pakistan's role as a US ally during the cold 
war exacerbated cultural, social, and economic 
stresses that were embedded in the country from 
its founding. Although it is not entirely correct to 
argue, as many Pakistanis do, that the US relation- 
ship is the root cause of all these problems, the 
assertion encompasses enough truth to compel 
a look backward so that we might see where 
Pakistan is going in the future. 

Indeed, Pakistan’s current plight and troubled 
prospects can only be understood in the context 
of its having embraced the role of America’s “most 
allied ally.” This legacy helps explain the country’s 
failure to establish a coherent political system, 
or a framework in which political justice and 
economic growth can flourish. It helps explain 
Islamabad’s strained relations with Afghanistan 
and India. And it helps explain why Pakistan 
today remains uniquely vulnerable to the negative 
dimensions of what we call globalization. 


POORLY CONCEIVED 

In 1945 “Pakistan” was an idea, not a state, 
and very little thought was given to the strategic 
implications that would follow from its creation. 
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The original idea of Pakistan was that it would 
be a homeland for Indian Muslims, a place where 
they would not be dominated by the Hindu major- 
ity in a one-man-one-vote democracy. Few who 
advocated the creation of Pakistan dreamed that 
the new nation and India would become bitter 
enemies, or that the Pakistani armed forces would 
dominate the country’s politics. 

By 1947, the regional security debate ere 
around two questions. First, how would an 
independent Pakistan stand between India and 
the Soviet Union, on the one hand, and-between 
India and Afghanistan, on the other? Could 
Pakistan maintain a viable army, and would it 
serve as a bulwark for India against Soviet pres- 
sure or radical Islamic movements? Muhammad 
Ali Jinnah, the leading figure in the Pakistan 
movement, argued that a new Pakistan would 
enhance the defense of the subcontinent pre- 
cisely because ofits Islamic nature. Jinnah was 
excessively optimistic in thinking that natural 
linkages between India and Pakistan, both cul- 
tural and economic, would strengthen relagons 
between the two countries. 

The second strategic calculation involved 
Britains eastern territories, notably Hong Kong, 
Malaya, and Singapore. Some British strategists, 
distrusting Indias Congress Party and Jawaharlal 
Nehru, saw Pakistan as a potential ally, one 
that could facilitate British contacts with these 
colonies, and with Australia and New Zealand. 
Eventually Americans, too, came to see the strate- 
gic value of West Pakistan's location, particularly 
as a possible bomber base on the Soviet Union's 
southern flank. 

When Nehruvian India fled from alliances, 
Pakistan sought them out. In 1955, it entered into 
the “Middle East Defense Organization,” more 
widely known as the “Baghdad Pact,” later known 


as the Central Treaty Organization (CENTO). 
Subsequently Pakistan also became a member of 
the Southeast Asia Treaty Organization- (SEATO). 
Like CENTO, SEATO was designed to be a regional 
NATO. i 
What did Pakistan receive in exchange for its 


alliance membership? It obtained from the United . 


States large amounts of economic and military 
assistance, sometimes at bargain terms. The pro- 
gram of military assistance continued until the 
1965 India-Pakistan War, when the United States 
suspended arms shipments to both Pakistan and 
India. (This embargo remained in place during 
the 1971 India-Pakistan War, and was not lifted 
until 1975.) 

Large numbers of Pakistani officers received 
training in the United States, while significant 
numbers of Turkish, Iranian, and American officers 
were trained in Pakistan. American training teams 
visited Pakistan, making presentations on a wide 
range of military and strategic subjects, including 
nuclear warfare. Pakistan also received diplo- 
matic support on the vex- 
ing issue of Kashmir. Both 
Britain and the United 
States supported Pakistani 
positions in the United 
Nations. However, neither 
would extend their NATO 
or CENTO commitments 


No US administration thought it 
important to ask why Pakistan’s 
educational system was collapsing, and 
why Islamic schools were replacing it. 
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Union. In a way, this signaled the beginning of 
the end of the cold war, and from this point 
onward, the United States made a distinction 
between major communist powers that ‘were 
friendly (China), and those that were hostile (the 
Soviet Union). 


OFF AGAIN, ON AGAIN 

The 1971 war that resulted in Pakistan's parti- 
tion brought about a major fracture in US-Pakistan 
relations and challenged the raison d’étre of the 
alliance as far as Pakistanis were concerned. The 
alliance failed to prevent the breakup of Pakistan, 
and after the war Pakistan’s new leader, Zulfikar 
Ali Bhutto, expressed the view that Pakistan had 
been betrayed. This was the beginning of a long 
history of Pakistani claims of American deception 
and betrayal. 

Bhutto moved to energize Pakistan’s Islamic 
identity, creating new and strong ties with Saudi 
Arabia, Iran, and other Islamic states. This set the 
stage for a subsequent Islamist ideological inva- 

sion of Pakistan. Bhutto 
also stressed Pakistan’s 


nonaligned credentials, 
calling his new policy 
“bilateralism,” which 


implied neutrality in the 
cold war. Pakistan with- 
drew from CENTO and 





to include the defense of 
Pakistan in case of a war with India. 

Pakistani officials continued unsuccessfully to 
seek such assurances well into the 1980s. Instead, 
US administrations and British governments have 
routinely intervened in India-Pakistan crises in 
attempts to avert large-scale war, and even in 
efforts to reach an agreement on Kashmir, but 
with mixed results. 

Pakistan's liabilities as an ally also became evi- 
dent during the cold war. Pakistan had entered 
into alliances with one purpose: to acquire weap- 
ons and political support so it could balance India. 
It made nominal gestures toward the cold war 
objectives of containing the Soviet Union and the 
People’s Republic of China, but other than provid- 
ing bases for US overflights and intelligence opera- 
tions, Pakistan contributed little to the overall 
effort—with one important exception. 

In July 1971, Pakistan facilitated a secret 
visit to Beijing by National Security Adviser 
Henry Kissinger, the first step toward a de facto 
US-China alignment directed against the Soviet 


SEATO, and subsequently 
became a member of the Nonaligned Movement. 

Militarily, Bhutto initiated a secret nuclear 
weapons program that, with Chinese help, pro- 
duced a nuclear warhead by the late 1980s..(A 
device was perfected and later tested in 1998.) 
The nuclear policy was continued by Bhutto's 
successor, General Muhammad Zia ul-Haq. Both 
Bhutto and the Pakistani army were reacting to 
India’s 1974 “peaceful nuclear explosion,” later 
admitted to be a weapon test. 

The Pakistani bomb was not seen as merely a 
deterrent: By the early 1980s, Pakistani strategists 
had concluded that, with a bomb, they could pro- 
voke and probe India without fear of escalation 
to a nuclear canflict or even a large-scale war. 
They were correct, and once Pakistan had actu- 
ally developed a weapon, subsequent regional 
crises were shaped by this assumption: There was 
a price to be paid, however, and from the late 
1970s, nuclear issues became the sticking point in 
Pakistan’s relations with its former Western allies, 
notably the United States. 
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When the Soviet Union invaded Afghanistan 
in December 1979, Pakistans cold war alli- 
ances were formally defunct—but that invasion 
revived the relationship between Pakistan and 
the United States. Pakistan accepted a 1981 offer 
from President Ronald Reagan of $3.2 billion in 
aid over six years, and a second economic and 
military assistance package was announced in 
1986. 

Pakistan’s role in supporting the mujahideen 
in Afghanistan led to US waivers of restrictions 
on aid stemming from the country’s unverifiable 
nuclear program. But with the withdrawal of the 
Soviets from Afghanistan in 1989 and the end of 
the cold war, the United States suddenly discov- 
ered that it could no longer certify the absence 
of nuclear weapons in Pakistan, so assistance 
ended. 

The September 11, 2001, terrorist attacks 
against America led to a third incarnation of 
the US-Pakistan alliance. The administration of 
George W. Bush moved quickly to eliminate sanc- 
tions and declared Pakistan 
to be a “major non-NATO 
ally,” entitling it to buy cer- 
tain military equipment at 
reduced prices. 

Pakistan again served 
as a support base for an 
Afghanistan war, and then 


Victim status seems to be morally 
gratifying to Pakistan. And it lays 
the groundwork for massive claims 
on US and Western support. 


the Carolina congressional delegation, represent- 
ing the US textile industry, overruled even alliance 
politics. 


LESSONS LEARNED AND FORGOTTEN 

What are the lessons to be drawn from this 
history of alliance and re-alliance? They fall into 
three categories: those concerning the influence of 
the US-Pakistan relationship on Pakistani domestic 
politics, notably the role of the armed forces; those 
concerning regional and strategic relations; and 
those concerning the politics of the alliance itself. 

Regarding the first category, Pakistan’s cold war 
alliances weakened the position of the country’s 
left and liberal forces, what would now be called 
civil society, and made it easy to suppress the pub- 
lic debate that might have checked government 
excess. The country’s “naturally” anticommunist 
Islamic forces were officially favored by both the 
government of Pakistan and its Western allies. 
Thus Pakistan never developed the ideological and 
social diversity that might have enabled it to with- 
stand the end of the cold 
war and the. onslaught of 
globalization, which includ- 
ed the spread of Islamic 
extremism. Indeed, Islamic 
extremism was at one point 
seen as a virtue in battling 
the atheistic Russians. 





as a partner in tracking 

down Al Qaeda and Taliban leaders who had fled 
to Pakistan. More to the point, as far as Pakistan 
was concerned, a massive military and economic 
assistance program was initiated, much along the 
lines of that provided under the 1950s alliances, 
and after the Soviet invasion of Afghanistan. 

This new package amounted to over $I billion 
a year, most of it given in exchange for permission 
to use Pakistani facilities in support of the US and 
NATO invasion of Afghanistan. Much of the money 
was unaccountable, however, and by 2008 loud 
criticism came from Congress that it had been 
misspent. More devastatingly, critics asserted that 
Pakistan was not pulling its weight in combating 
radical extremism in Afghanistan and in Pakistan 
itself. Indeed, Pakistan was supporting both sides 
of the conflict in Afghanistan. 

At the same time, Islamabad never succeeded in 
obtaining tariff concessions from the United States 
that would have allowed it to increase its textile 
exports. This was the first and major Pakistani 
request to Washington after 9/11, but in this case 


Pakistan is undergoing 
a transformation. A country with a backward 
political order dominated by a feudal-like elite is 
becoming an overwhelmingly urban state—yet 
one without a political system that can absorb and 
channel the new urban population. The country’s 
political community remains undeveloped and is 
still linked to its pseudo-feudal origins. 

And much of the political underdevelop- 
ment was encouraged (or at least tolerated) by 
Pakistan’s Western allies, who desired stability 
above all. (Needless to say, it was also encouraged 
by Pakistan's other allies and close friends, notably 
Saudi Arabia and China. Both of these countries 
preferred to deal with military and establishment 
elites, and consequently never criticized the sup- 
pression of political dissent.) 

Pakistan’s failure to achieve constitutional 
normalcy was whitewashed on the grounds that 
a state under external pressure and in internal 
disarray had no choice but to compromise on 
such niceties as a constitution and the rule of 
law. Further, Pakistan did not have to meet the 


tough test of standing on its own. It was always 
able to “borrow” power, but it failed to use this 
power to reform its social and political institu- 
tions. 

Pakistan’s experiments with military rule were 
broken only by spells of highly personalistic, 
sometimes autocratic, civilian governments, all 
of which were carefully watched—and eventu- 
ally deposed—by the army. Military rule was 
opposed by a few Pakistani politicians, but most 
found a role in the system or dropped’ out of 
politics. Meanwhile, there was nary a murmur 
from Pakistan’s democratic allies. Pakistan’s army, 
led by Field Marshal Muhammad Ayub Khan, 
assumed the role of benevolent babysitter, watch- 
ing over Pakistani politics and society. Later, 
under the ideologically driven hard-liner General 
Zia, the army took on the task of “correcting” or 
straightening out Pakistanis who had deviated in 
one way or another. 

The army dealt with the Americans without 
reference to other Pakistani institutions. Like the 
British Raj that had governed South Asia for a 
century, the officers justified their rule in strategic 
and moral terms. Grave matters of state security 
were taken out of the hands of the always untrust- 
worthy political class. 


THE UNDERDOG STATE 

Meanwhile, the idea of Pakistan underwent a 
transformation—changing from a homeland for 
Indian Muslims into a fortress where its citizens 
could live more or less “Islamic” lives secure 
from predatory India. And under Zia, the idea 
was transformed again—into that of a state where 
Pakistanis had to become “good” Muslims, as 
defined by the pious Zia, his Islamist support- 
ers, and the Saudis. This amounted to an offi- 
cially directed injection of sectarian poison into 
Pakistan's veins. 

Thus, the country’s embrace of military alli- 
ances with the West helped place the army at the 
center of power in a state under stress. Pakistan 
was threatened, the army was the transmission 
belt for ‘Western military aid to the government, 
and it was easy for Pakistani politicians and 
Western allies to let the army assume a domi- 
nant position. This phenomenon also contributed 
to the myth that the army was Pakistan’s most 
competent institution—a myth because civilian 
institutions never had a chance to grow, nor were 
they encouraged by outsiders who lavished funds 
on the military. 
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In addition to the domestic effects, the Western 
alliances also held paradoxical consequences for 
Pakistan's regional and strategic outlook. As long 
as India remained a mortal threat—as epitomized 
by the 1971 war that divided Pakistan, and by 
subsequent crises over Kashmir and terrorist inci- 
dents—the army could claim that it best under- 
stood the requirements of national defense and 
security. Its leaders, after all, were the dedicated, 
professional guardians of “Fortress Pakistan.” 

Further, it was the army’s view that regional 
peace was possible, but only if a military bal- 
ance was achieved between India and Pakistan. 
If Delhi refused to recognize Pakistan’s legitimate 
existence, it would face a reality check, adminis- 
tered by a well-armed Pakistan. The Indians were 
bullies, and bullies recognize: superior power. 
Pakistan's alliances made this a feasible strategy— 
until the region went nuclear around 1990, after 
which it was impossible to contemplate the full- 
scale use of military force. 

Alliances with the West enabled Pakistan to 
hold its own vis-a-vis India for many years. 
Pakistanis had an intense, underdog desire to dis- 
prove Indian predictions of state failure. By merely 
staying afloat, Pakistanis felt they were defying 
India, and this psychology is still evident in the 
third post-independence generation, particularly 
in sports rivalries with India and in public decla- 
rations of Pakistani nuclear prowess. 

Pakistan’s dispute with India over Kashmir was 
also affected by its cold war alliances. Kashmir 
seemed to confirm the founding “idea” of Pakistan, 
that Muslims could not live peacefully or safely 
in a Hindu-dominated India. However, to bring 
Kashmir into Pakistan, or to force India to yield it, 
Pakistan needed to borrow even more power from 
its cold war allies. It was not until the tenure of 
the most recent military ruler, Pervez Musharraf, 
that Pakistan began to engage India seriously over 
a settlement on Kashmir. But by this time atti- 
tudes in India toward Pakistan had hardened, and 
Kashmir became a treasured grievance for enough 
people in both countries to block any agreement. 

As for Afghanistan, presently the central focus 
of US policy in South Asia, Pakistan has always 
regarded it as an important strategic battleground 
with India. American assistance to Pakistan during 
the Soviet occupation of Afghanistan strengthened 
pro-Pakistani groups in Afghanistan. Following 
the Soviets’ withdrawal from Afghanistan—when 
the United States itself withdrew from engage- 
ment in the region (effectively washing its hands 
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of Afghanistan and Pakistan)—the gates were 
opened for Pakistan to support its Afghan clients, 
first warlords, and then the Taliban. A too clever 
strategy by far, this generated a toxic ideological 
blowback into Pakistan itself. 


THE IDEA OF ALLIANCES 
A final category of consequences stemming 
from Pakistan's alliances has to do with the poli- 
tics of alliances themselves. Alliances are gener- 
ally of two types: bandwagoning and balancing. 
A bandwagoning alliance is one of choice, with 
a view toward maximizing benefits. Those who 
enter into such an alliance will leave it when the 
benefits do not fulfill expectations. A balanc- 
ing alliance, on the other hand, is driven by the 
existence of a shared enemy. One stays in such an 
alliance as long as the enemy remains shared and 
teal. Indeed, under such circumstances a formal 
alliance may not be needed, if an understanding 
exists that both sides share a common threat. 
During the cold war, Pakistan’s alliances 
with the West and with other countries were 
of both types. Originally, 
Islamabad was motivat- 
ed by sheer bandwagon- 
ing, joining CENTO and 
SEATO in nominal oppo- 
sition to communism, in 
exchange for substantial 


Pakistan’s cold war alliances weakened 
the position of what would now 
be called civil society. 


the cold war. But their cold war role was minimal 
until after Pakistan had left the formal alliances, 
and in any case was primarily directed against 
India. 

Over the years, the American relationship with 
Pakistan has been one of intense engagement 
alternating with withdrawal. Washington turned 
to Pakistan in the early 1950s, and often held it 
up as a “model” for the Islamic world, although 
no other Muslim state regarded it as such. In the 
early 1960s, the US-Pakistan alliance frayed when 
Pakistan turned to China for assistance while the 
United States backed India in its war with China. 
With the subsequent development of a Pakistani 
nuclear weapons program, the Jimmy Carter 
administration sanctioned Islamabad. 

American policy: underwent a complete about- 
face when Islamabad provided essential support 
for anti-Soviet operations in Afghanistan, and 
a second US-Pakistan alliance took shape. At 
that time, US ambassadors in Islamabad liked to 
check off the many-important interests they were 
attempting to advance: supporting the muja- 
hideen, containing the 
Pakistani nuclear program, 
edging Pakistan toward a 
democratic political order, 
averting an India-Pakistan 
crisis, and slowing the 
international flow of nar- 





military and economic aid. 

However, this alliance was not strong enough to 
prevent Pakistan from edging closer to China in 
order to obtain Beijing’s support against India, and 
eventually the United States itself decided that 
China was not quite the communist threat that 
the Soviets were. 

The Soviets in the meantime sought a stronger 
alliance with India, providing military and eco- 
nomic support, as well as a veto in the United 
Nations. This completed a complex five-party 
relationship, with the Soviet Union and India on 
one side, and Pakistan, China, and the United 
States on the other. 

The irony is that Pakistan did not play a balanc- 
ing role against the Soviet Union (except regarding 
its limited support of US intelligence operations) 
until after it had left CENTO and SEATO. From the 
American perspective, Pakistan was not an ally 
against China, but this non-participation turned 
into a virtue when Pakistan served as a bridge 
to China. Ever since, Pakistanis have claimed 
American support for their role (and suffering) in 


cotics. 

But when difficult decisions had to be made, 
the first interest—sustaining Pakistan’s coopera- 
tion in the strategic struggle against the Soviet 
Union—trumped all others. Washington was 
mild in its language regarding democratization, it 
underestimated the risks of an India-Pakistan war, 
and it averted its eyes from the Pakistani nuclear 
program. About the only successful policy (other 
than containing the Soviets) was curbing the drug 
trade. 

Meanwhile, a second checklist could have been 
drawn up—of dangerous trends that the Reagan 
administration and some of its successors largely 
ignored. These included Pakistan’s uneven eco- 
nomic development, its crumbling educational 
system, and the growth of Islamic radicalism. Only 
the nuclear program received sustained high-level 
US attention—until links among Pakistan, the 
Taliban, and Osama bin Laden’s Al Qaeda were 
finally recognized in the mid-1990s. 

These lists show not only how the urgent often 
drives out the important, but also that the choice 


of what is “important” is often very subjective. 
The Reagan administration was uninterested in 
the consequences of supporting radical Islamists 
because they were thought to be the best anti- 
Soviet fighters, and their religious fervor appealed 
to some American officials and politicians. A few 
years later, the Bill Clinton administration was 
focused solely on nuclear issues and the Taliban- 
bin Laden nexus in Afghanistan. The subsequent 
Bush administration revived a formal military 
agreement with Pakistan. 

No US administration thought it important to 
ask why Pakistan’s educational system was col- 
lapsing, and why Islamic schools were replacing 
it. These were considered “soft” issues. Today, 
they are correctly seen as critical ones. The admin- 
istration of Barack Obama does seem to recognize 
the significance of these stark developments. 
The question is whether it is too late to reverse 
Pakistan's course. 


BURDENS OF THE PAST 

This history illustrates several important features 
of the US-Pakistan relationship. First, the alliance 
has been episodic and discontinuous, driven on the 
American side entirely by larger strategic calcula- 
tions during the cold war, and later by the need for 
military allies in the war against terrorism. On the 
Pakistani side, of course, the purpose of the alli- 
ances was to acquire resources and political support 
for use in Pakistan’s contest with India. 

Second, although US aid strengthened the hand 
of the army, the on-again, off-again quality of 
the relationship made the army itself wary of 
Washington. Military training programs famil- 
iarized Pakistani army officers with the United 
States and its strategic policies, and fostered a bet- 
ter understanding of American society, but they 
did not create a cadre of “pro-American”, gener- 
als. Meanwhile, anti-Americanism grew among 
Pakistani civilians who saw the US alliances as 
perpetuating the army’s role. : 

Third, the economic consequences of the US 
relationship were equally ambiguous. Although 
Pakistan did receive considerable aid, and most 
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of its economic growth took place during the 
periods of highest aid flows, the assistance 
was not conditioned on serious economic and 
social reform. In the end, alliance politics over- 
ruled economics, and the country was never 
forced to undertake economic reforms it badly 
needed. (Pakistan became known within the 
International Monetary Fund as a “one tranche” 
country, never qualifying for a second transfer 
of funds.) All the military aid that Pakistan has 
received has done nothing to make its economy 
competitive in global markets. 

Finally, the most enduring and pernicious 
consequence of Pakistan’s long association with 
Western-sponsored alliances has been the trans- 
formation of Pakistan's self-image from that of 
a staunch, reliable, moderate Muslim ally of the 
West, to that of a victim—a country that has suf- 
fered on behalf of the West, and that has not been 
adequately compensated for its suffering. The 
sense of being used, abused, and discarded now 
constitutes a central theme in Pakistan's ties to 
America and other countries. , 

Victim status seems to be morally gratifying 
to Pakistan. It explains why so many things have 
gone wrong. It identifies the chief culprit (the 
United States). And it lays the groundwork for 
massive claims on US and Western support. The 
syndrome’s sturdy narrative begins with Pakistan's 
neglect and then abandonment when it was a 
formal alliance partner. It includes a claim on 
the resources of others, and it ends with a threat: 
“Help Pakistan or else it will become a radical, 
Islamic state.” 

This narrative,, which also includes a con- 
cocted history of the US response to Pakistan's 
covert nuclear program, is designed to appeal to 
American guilt, but it is based on a highly selec- 
tive interpretation of the facts. It may be time—it 
may also be too late—for both Americans and 
Pakistanis, as well as key countries such as India, 
to come to a more accurate understanding of the 
burdens of the past. They are carrying these bur- 
dens, after all, into what will likely be an even 
more troubling future. a 





“Powerful political interests still stand in the way of India’s realizing its economic 


potential.”. i ; 
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A Tiger Despite the Chains: 
The State of Reform in India 


RAHUL MUKHERJI 


ndia’s rapid and sustained economic growth 
[ee 1991 has occurred in an environment 

in which industrialists, trade unions, bureau- 
crats, farmers, and nongovernmental organiza- 
tions wield considerable political -power. Two 

decades ago, India was ste- 
reotyped as a “soft” state, 
` quite unlike the fast-growing 

“tiger” economies of East 

Asia. India was deemed inca- 
pable of disciplining powerful social actors in 
order to promote its competitiveness. 

This perception seemed confirmed when the 
economic growth that the country enjoyed in the 
1980s, which was fueled by greater opportuni- 
ties for private companies in a closed economy, 
became unsustainable in 1991 amid a balance of 
payments crisis. That crisis was driven by fiscal 
profligacy, a rise in the price of oil during the Gulf 
War in 1990, and India’s heavy dependence on 
foreign commercial borrowings. 

And yet, substantial economic reforms’ did 
- occur after 1991, and they helped transform 
India’s economy. How did this happen? New 
policy ideas gradually replaced old ones, which 
had emphasized economic self-sufficiency and 
trade pessimism. Also, reforming statesmen 
such: as Prime Minister P. V. Narasimha Rao 
and Finance Minister (now Prime Minister) 
Manmohan Singh, along with reforming techno- 
crats like Montek Ahluwalia and Chakravarthy 
Rangarajan, took advantage of the balance of 
payments crisis to alter fundamentally the rules 
of economic engagement in India. 
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Since 1991, the Indian economy has expe- 
rienced an average growth rate in excess of 6 
percent per year. Between 2003 and 2007, the 
economy grew at an average rate of 9 percent. It 
weathered the recent global financial crisis with 
greater ease than most countries’ economies, and 
it continued to grow at a 6.7 percent clip in 2008- 
2009. India’s current finance minister, Pranab 
Mukherjee, expects the figure to be 7.2 percent in 
2009-2010. After the global downturn has ended, 
a return to a 9 percent growth rate seems likely. 

But why does the Indian economy not grow at 
double-digit rates like China’s does? It is because 
numerous political challenges still get in the way. 
Powerful constituencies such as trade unions, rich 
farmers, and politicians and bureaucrats still pose 
substantial obstacles to investment. 

. In addition, economic reform has not yet ben- 
efited enough Indians for the country to harness 
the potential of its'youthful workforce. Substantial 
resources have been pledged in areas such as lit- 
eracy promotion and employment generation, yet 
the government so far has been unable to reach 
targeted populations efficiently. For India, which 
has more poverty than any other nation in the 
world, improvement in the human condition is 
not just an end in itself—it is‘a means toward sus- 
taining a high-growth trajectory. 


REFORM AND REJUVENATION 

The government’s response to the foreign 
exchange crisis in July and August of 1991 con- 
stituted a watershed in India’s economic history. 
A number of significant policy decisions taken 
at that time subsequently improved the country’s 
competitiveness in the global economy. 

First, India devalued the rupee by about 20 per- 
cent, thereby making Indian exports cheaper in 
the world market. (In 1994, the rupee was made 


fully convertible in the capital account, which 
meant that exporters could easily access foreign 
exchange at the market rate.) Second, the govern- 
ment overturned an intrusive regulatory frame- 
work that had evolved since 1951, a framework 
« that required industrialists to seek state permis- 
sion before embarking on commercial enterprises. 
Third, the government abolished stringent regu- 
lations on ‘capacity expansion in any company 
worth more than 1 billion rupees. Fourth, the for- 
eign investment limit in most sectors was raised 
from 40 percent to 51 percent. 

India’s growth story owes a great deal to entre- 
preneurs who took advantage of the new industrial 
deregulation and export orieritation of the 1990s. 
The country’s ratio of trade to gross domestic prod- 
uct (GDP), which had been constant at about 16 
percent between 1980-81 and -1990-91, jumped 
to 54 percent by 2008. Information . technology 
exports surged from $194 million in 1991-92 to 
$6.54 billion in 2001-02, and to $50.4 billion in 
2008-09. 

The information sania service company 
Infosys, which began with 
an initial investment of 
$250 in 1981, was worth $4 
billion. in 2008. Tata Steel 
retrenched its. workforce 
and invested $2.5 billion to 

‘transform itself from a top- 
fifty steel company in the 
world to one of the leading five. The Tata Group, 
in search of, technology and markets, bought the 
Anglo-Dutch steel maker Corus, Group in 2007 for 
$12.1 billion. 

Successful companies have generated substan- 

tial personal wealth for a few individuals. Mukesh 
Ambani, a tycoon in several industries, is the 
fourth-richest person in the world, with a fortune 
of $29 billion. According. to the latest rankings 
in Forbes, four. other Indian entrepreneurs rank 
among the top fifty billionaires. 
. Linking domestic competitiveness with global 
acquisitions has become. characteristic of many 
of India’s best companies. These include Bharat 
Forge (automobile parts), Tata Motors (cars), 
Wipro (information technology), Dr. Reddy’s 
(pharmaceuticals), and Tata Tea (fast-moving 
consumer goods). 

In 2006-07, Indian companies spent $12.8 
billion on -acquisitions of overseas companies, 
compared with China’s $16.1 billion. This repre- 
sented a substantial amount, considering that the 


Predatory propensities within the 
government hinder the development 
of roads, railways, and airlines. 
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Chinese economy is two and a half times the size 
of the Indian economy. Moreover, a large share of 
Chinese investment was accounted for by state- 
owned companies pursuing natural. resources, 
whereas India’s investments were made by private 
companies’in search of technology, brand names, 
and markets. 


FINANCIAL RETURNS 

The government also successfully reformed 
India’s banks and stock markets to create the 
financial environment necessary for growth. The 
Reserve Bank. of India improved the supervision 
of banks. and systematically subjected them to 
international best practices. This led to a substan- 
tial reduction in bad debts and an improvement 
in profitability. Indeed, India’s banking system’ is 
today better regulated than China’s. 
` The government viewed stock markets as criti- 
cal for' raising resources for Indian companies. So, 
when, the brokers of the Bombay Stock Exchange 
refused to accept international best practices, 


_the Ministry of Finance in 1993 created a mod- 


ern and. computerized 
national stock exchange. 
Competition from the 
national exchange forced 
the Bombay exchange to 
acquiesce to the reforms © 





suggested by the Ministry 
of Finance. Substantial 
reforms in trading norms followed, in 2003. 

The booming markets quickly became an 
attractive investment proposition for Indians and 
foreigners alike. India’s stock markets attracted 
$24.2 billion from foreign institutional investors 
between 1992-93 and 2002-03. This figure. was ` 
a little higher than the foreign direct investment 
($24.1 billion) registered during the same period. 

Foreign investment was impaired because the 
business environment for multinational compa- 
nies was more hostile in India than in China. India 
had enormous entrepreneurial potential waiting 
to be unleashed in 1991, whereas China had 
no private sector when it initiated its economic 
reforms. Partly as a result, India’s government and 
companies were more cautious than China about 
allowing foreign investment. In 1993, an infor- 
mal group,of industrialists calling themselves the 
Bombay Club made the case that foreign invest- 
ment was detrimental to India. Many a productive 
investment was-blocked by regulations governing 
joint ventures with foreign partners and by the 
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need for state-level intervention in matters related 
to obtaining land, water, electricity, road infra- 
structure, and a variety of such amenities. 

This business environment for foreign investors 
is changing gradually. Successful Indian business- 
es that began as relatively small entrepreneurial 
endeavors have needed foreign capital and tech- 
nology to compete with larger companies. For 
example, the Hero Group, a bicycle manufacturer, 
partnered with Honda to become a leading pro- 
ducer of motorized two-wheelers. Bharti’s partner- 
ship with SingTel helped it become India’s leading 
telecom service provider. Whereas India attracted 
$24.1 billion in foreign direct investment between 
1992-93 and 2002-03, in-a single recent year 
(2008-09) it attracted $27.3 billion. 


THE TELECOM BOOM 

It is well known that India’s telecom boom 
has contributed substantially to the- country’s 
growth. Less widely known perhaps has been the 
impact of government actions on telecommuni- 
cations. India has more than 500 million tele- 
phone lines and is adding 
between 8 and 10 million 
lines every month, in what 
is considered the world’s 
fastest-growing telecom 
market. Indian companies 
offer the cheapest rates in 


Trade unions, rich farmers, 
and politicians and bureaucrats 
still pose obstacles to investment. 


by private companies drove telecommunications 
providers to become more efficient. Technological 
advances in mobile technology further fueled 
growth. (Private companies enjoyed the first 
mover'’s advantage in cellular services because the 
government had not predicted the potential of this 
technology in the early 1990s.) 

Second, competent regulation promoted com- 
petition among service providers, which exerted 
downward pressure on tariffs. Today the penetra- 
tion of mobile telephones in the smaller cities and 
villages holds great promise of opening up new 
opportunities for the poorer people of India. 


REMAINING FETTERS 

Notwithstanding India’s economic performance 
over the past two decades, powerful interest 
groups—in particular, trade unions, wealthy farm- 
ers, and government bureaucracies—continue to 
present substantial challenges to the promotion of 
the nation’s competitiveness and overall develop- 
ment. They constitute the principal reasons that 
India is unable to grow as rapidly as China. 

Indias labor unions, 
thouth they represent less 
than 10 percent of the 
workforce, have success- 
fully thwarted a social con- 
tract that would benefit the 
majority of Indian workers 





the world. But it was the 


Indian state’s response to the balance of pay- - 


ments crisis of 1991 that created conditions 
favorable for private sector participation and 
growth in the telecom field. The government 
proved it was serious about withdrawing from 
commercially viable sectors in order to reduce 
substantial fiscal deficits. . 

In the early 1990s, private sector activity in the 
absence of appropriate regulation sowed the seeds 
for companies to experience investment crises 
later in the decade. This could have driven telecom 
service providers to bankruptcy. But the govern- 
ment again responded, first in 1997, by -creating 
the Telecom Regulatory Authority of India, then in 
2000 by further empowering the regulators. 

. The success of Indian telecommunications 
owes much to the spread of wireless telephony. 
By 2008, 90 percent of the Indian market was 
using wireless technology. Two principal factors 
made this possible. First, the sectors transforma- 
tion from a government.monopoly in 1991 to one 
in which 80 percent of the market is now served 





and boost the country’s pro- 
ductivity. Trade unions in many European coun- 
tries, with memberships that protect more than 70 
percent of the labor force, have promoted a busi- 
ness environment in which labor is productive 
and contributes to the industrial sectors competi- 
tiveness. Labor laws in India, on the other hand, 
protect a minority of workers and turn a blind 
eye to the majority in the unorganized sector who 
work under exploitative conditions. 

Legal protection for labor, moreover, increases 
with the size of the enterprise. The government's 
regulatory framework thus forces industrial enter- 
prises either to reduce their scale or become more 
capital-intensive. This is a disincentive for reaping 
economies of scale in a labor-abundant economy 
like India’s. : 

The political power of the unions can be judged 
from the fact that even severe: economic crises 
and fiscal and external pressures have not made 
an impact on laws that create perverse incentives. 
India is in dire need of more widely inclusive 
unions that pledge productivity in return for 
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social - protection. This represents a significant 
challenge for promoting competitiveness in labor- 
intensive activities, an essential condition for gen- 
erating more employment. 

India’s rich farmer lobby is another potent 
political force and hindrance to growth and devel- 
opment. This lobby benefits from fertilizer and 
power subsidies that do not help marginal farmers 
and that crowd out public investments in areas 
such as irrigation and rural roads. The subsidies 
also contribute handsomely to India’s fiscal defi- 
cits. a a 

To be sure, public investment is essential in 
a sector that'constitutes less than 20 percent of 
GDP ‘yet employs a majority of the population. 
Average annual growth in the country’s agricul- 
tural sector dipped from 3.4 percent in the 1980s 
to 2.9 percent in the 1990s. The sector witnessed 
zero or negative growth in three of the first four 
years of the new millennium. Policy makers have 
tried to give agriculture serious attention since 
2.004. 

But the political power of the wealthy farm- 
ers has stalled reforms, par- 
ticularly in the power sector. 
Farmers in many Indian 
states do not pay electric- 
ity bills. In states such as 
Andhra’ Pradesh and Tamil 


Growth has made welfare more 
affordable, and democratic 
pressures are making it essential. 


example, Tata Motors faced a slew of challenges 
when it wanted to make an iconic investment in 
the world’s cheapest car, the Nano. Such was the 


` level of politically motivated opposition to the set- 


ting up of a Nano factory in Singur, in the eastern 
state of West Bengal, that one of the most highly 
respected captains of Indian industry, Ratan Tata, 
had to shift the location of the factory from Singur 
to Pantnagar, in the northern state of Uttarakhand. 

Laws that govern the acquisition of land 
contain serious flaws. The colonial-era Land 
Acquisition Act gives the government absolute 
power to acquire any piece of land. But protests 
in places like Singur and Nandigram in West 
Bengal point to the need to win the consent of 
the local population. The government needs to 
devise a regulatory framework that allows for 
adequate compensation and makes the acquirers 
of land work toward improving the living condi- 
tions of those who will be displaced as a result of 
commercial activity. 

Within an appropriate regulatory framework, 
productive investment can be a win-win sit- 
uation for the investor 
and for displaced people. 
Investment-friendly states 
such as Gujarat, Tamil 
Nadu, Haryana, and Andhra 
Pradesh have found ways to 





_ Nadu, the agricultural lobby 
can bring down govern- 
ments that seek to impose even a subsidized tar- 
iff. Consequently, the losses of state-owned power 
companies have increased from $4.8 billion in 
2005-06 to $7.1 billion in 2008-09. 

The private sector hesitates to play an enthu- 
siastic role in a business environment in which 
obtaining revenues is a major challenge. And the 
power sector's losses not only impose a burden on 
the public treasury; they also increase costs for 
industry, which has to subsidize the free power 
delivered to farmers. 

India’s poorer farmers, meanwhile, are unable 
to benefit from these subsidies because their farms 
depend on canal irrigation and diesel pumps. 
Farmers who consume free electricity to run elec- 
tric hand pumps pay a price anyway, in the form 
of poor power quality and frequent transformer 
burnouts. ' 

Land acquisition can also be a major bottleneck 
for productive investment in India. Political mobi- 
lization at the local level often impedes acquisi- 
tion of land for industrial enterprises. To give one 





win consent for land acqui- 
sitions in the absence of a 
national regulatory framework; as a result, they 
have been able to attract more investment and 
grow rapidly. 


GOVERNMENT IN THE WAY 


Even more than trade unions and obstructive 
rural interests, the government itself is often the 
worst enemy of competitiveness in India. For 
example, the ports that carty 95 percent of the 
country’s trade by volume could. benefit from bet- 
ter regulation of private investment. India’s ports 
charge higher fees and take’a longer time to pro- 
vide services than do ports in Dubai, Colombo, 
and Singapore. Larger vessels often dock in other 
countries’ more efficient ports and ‘use smaller 
vessels to ship merchandise to India because of 
the inadequacy of that nation’s port infrastruc- 
ture. Indian ports thus lose business, and Indian 
exports and imports face higher transaction costs. 

The government's regulation of private sector 
participation in ports is primitive compared to 
its regulation of the telecom sector. Bidding pro- 


| 


cedures regarding -ports, for example, encourage 

_ private players to make unreasonably high bids 
to secure contracts that may not be commercially 
viable. Tariff-making procedures do not aid the 
realization of scale economies. And the gover- 
nance of most major ports is controlled by port 
trusts, which are run by government servants who 
do not respect commercial considerations. The 
terminal charges for private operators are com- 
petitive, but high port costs result from additional 
charges levied by the port trusts. 

. The governnient has dragged its feet in other 

areas as well. The civil aviation sector lacks an 
independent regulator, and Air India continues 
to lose money.’ The United Progressive Alliance 
government, in office since 2004, has been averse 
to the privatization of a loss-making airline. As 
a consequence, precious taxpayers’ money is 
diverted from developmental projects. The case of 
Air India reflects a trend in which disinvestment 
_ in loss-making public companies has taken a back 
_ seat in recent years. 

In contrast, allowing a greater role fore commer- 
cial considerations in Indian Railways six‘years 
ago catapulted the rail system from bankruptcy 
to substantial profits. Yet the populist inclinations 
of the governments new railway minister may 
overturn this legacy. Likewise, the development of 
national highways and private sector participation 
in roads have also slowed in recent:years. These 
infrastructure areas are vital for India’s economic 
growth, and the government is constricting their 
development. 


SHARING GROWTH 

India’s rapid economic growth needs to involve 
a larger proportion of the citizenry. The govern- 
ments inattention to areas such as literacy pro- 
motion and employment generation has helped 
produce unacceptable levels of absolute poverty. 
‘ Most economists believe that about 26 percent of 
the Indian people in 1999 lived below the poverty 
line, under unacceptable conditions, when the 
same figure for China was about 10 percent. 

The economic reforms of the early 1990s clearly 
reduced poverty levels from what they would have 
been without the reforms. But it is also apparent 
‘that the benefits of rapid economic growth trickle 
. down too slowly in India. Moreover, it may not be 
politically feasible to sustain a social environment 
in which a few of the richest individuals in the 
world coexist with a vast population that lives on 
less than $2 a day. 
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India produces more engineers than the United 
States, but its literacy rate in'2001 was 61 percent, 
far lower than in China—or, for that matter, in 
Sri Lanka, where more than 90 percent of the 
population is literate. India’s policy elite during 
the 1990s ignored the need to abolish child labor 
and promote literacy. The prevailing view was that 
poor people could keep their children at work to 
augment their family. incomes, and that literacy 
for such Indians was not critical. 

This view has changed over time. India’s 
Supreme Court.linked the right to education and - 
the right to life in 1993. In the new millennium, 
the government has pledged substantially greater ` 
resources ‘for literacy promotion, a commitment 
that was evident in the Right to Education Act 
of 2009. More than 96 percent of Indian children 


‘aged 6-to 14 years ‘were enrolled in school in 


2006-07. This suggests that the literacy picture in 
India is undergoing a belated transformation. - 

The major challenge facing literacy promotion 
is the low quality of government schools. Teacher 
absenteeism rates in India’s public schools are 
among the highest in the world. And the children 
of poor parents have no exit options. Cheap pri- 
vate schools. serve the lower middle class and ‘the 
relatively better off among the poor. Policy mak- 
ers are debating whether school vouchers for the 
poor may be a better option than spending large 
sums of money on government schools that are 
largely dysfunctional. States like Madhya Pradesh 
have been able to reduce teacher absenteeism by 
involving village governments in the governance 
of schools and by keeping teachers on renewable 
contracts. 

High levels of unemployment and underem- 
ployment also pose a significant challenge for pov- 
erty alleviation. The Mahatma Gandhi National 
Rural Employment Guarantee- Act (NREGA) of 
2005 is the most ambitious welfare program in 
India. It guarantees 100 days of paid work to all 
who seek employment. Employment is generated 
by the creation of public goods such as water 
tanks, roads, and schools, especially in rural areas. 
Public works are monitored by local village gov- 
ernments. 

According to NREGA, 47.2 million families have 
benefited so far from this scheme, over 50 per- 
cent of whom are from socially and economically 
marginalized castes and tribes, and 48 percent of 
the beneficiaries are women. Rajasthan has the 
best implementation record, and India’s poor- 


est States—including Bihar, Chhattisgarh, and 
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Madhya Pradesh—are among NREGA’s top five 
beneficiaries. This program seems to be making a 
dent in poverty, pont ance some compon 
problems. 

‘Corruption has heen the bane of India’s poverty 
reduction efforts. Funds provided for employment 
generation schemes are often siphoned off to ben- 
efit richer families. In 2003-04, over $90 million 
out of a $158 million food subsidy did not reach a 
single family whose economic status was consid- 
ered below the official poverty line. Meanwhile, 
teacher absenteeism impairs literacy initiatives, 
and health worker absenteeism weakens health 
programs. l 

The current government has taken two signifi- 
cant steps in an effort to improve service delivery 
for Indian citizens. First, the Right to Information 


Act of 2005 replaced the Official Secrets Act of 


1923, which had made it legally impossible to 
obtain information vital for punishing corruption 
within the government. Social activists such as 
Aruna Roy helped bring about this reform. Roy 
had resigned from the civil service and started a 
“social audit,” whereby poorer people who were 
„supposed to benefit from public services began 
to assess government programs. The Right to 
Information Act is a powerful weapon that has 
been successfully deployed to catch coruption in 
high places. 


Second, the Unique Identification Authority 


of India, initiated in 2009, will provide every 
resident with a card that will carry essential data 
about the individual. The card is designed to 
empower citizens such that they should easily 
be able to access essential public services. The 
authority is headed by Nandan Nilekani, who 
gave up his chief executive's job at Infosys to help 
devise the system. The new card will eliminate the 
need for multiple identification cards, such as one 
card for NREGA employment benefits and another 
that certifies a person's status as living below the 
official poverty line. 


THE ROAD AHEAD 

India’s growth story has. largely been driven by 
the gradual development of new policy ideas— 
ideas whose value -became more apparent during 
financial crises, which facilitated their consolida- 
tion. Gaining political support for new ideas has 


taken time; indeed, ideas such as autarkic devel- 
opment and public control over the economy 
could not be quickly or easily replaced by ones 
that emphasize the role of private companies and 
international trade. New ideas have -also been 
resisted by political constituencies that benefited 
from the old ideas. 

The transformation of policy ideas and politics 
has made India’s corporate sector more efficient. It 
has engendered better service provision in appro- 
priately regulated areas such as telecommunica- 
tions, banks, and stock markets. In these arenas, 
the government’ role has contributed to India’s 
rise as a rapidly emerging economy. 

But powerful political interests still stand in the 
way of India’s realizing its economic potential. The 
country’s trade unions have successfully opposed 
a legal framework that could benefit more workers 
and spur labor-intensive industrialization. Rich 
farmers make unreasonable demands for power 
and fertilizer subsidies that crowd out essential 
public investment in rural areas. The: predatory 
propensities of politicians and bureaucrats pre- 
vent India’s ports from achieving their potential. 
Similar predatory propensities within the govern- 
ment hinder the development of vital infrastruc- 
ture such as roads, railways, and airlines. 

India’s growth has preceded the creation of 
a welfare state. Growth has made welfare more 
affordable, and democratic pressures are making 
it essential. In advanced industrial welfare states, 
capitalism arrived before democracy. The welfare 
state was born because of democratic pressures 
on the propertied classes after substantial surplus 
accumulation had already occurred. A similar 
phenomenon is occurring now in India. 

Legal and institutional developments such 
as the Right to Education Act, the Mahatma 
Gandhi National Rural Employment Guarantee 
Act, the Right to Information Act; and the Unique 
Identification Authority of India point to. the 
pressures from below that are today demanding 
redistribution of wealth and consolidating the idea 
that the Indian citizen has certain rights to ser- 
vices, which the state is obliged to provide. Going 
forward, efforts to reduce poverty could have a 
significant impact, not only in spreading the ben- 
efits of growth more widely, but also in sustaining 
India’s rapid economic development. E 


/ 
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` “Stints in power have been occasions to wipe out opponents, justice has meant 


. vengeance, and egregious abuses have been legalized through immunity.” 


z~ 





Bangladesh's Quest for Political Justice 


JALAL ALAMGIR 


ing its resilience, Bangladesh at the 

end of 2008 launched democracy anew. 
Colorful festoons lined.town and village streets. 
Neighborhoods buzzed with the rallies of can- 
didates and the frantic chatter of young voters. 
Television screens in crowded bazaars broadcast 
the din of 24-hour news channels. Millions of 
text messages relayed election updates in a coun- 
try now networked densely with cell towers. -The 
general aspiration, it seemed, was to overcome 
Bangladesh’s troubled political past once and for 
all with the casting of ballots. 

When the Awami League (AL) assumed office 
in January 2009, voted in by a landslide, it first 
had to temper the high expectations ‘of jubilant 
Bangladeshis who had suffered under the for- 
mer regime. In the previous two years a military 
junta, fronted by a “caretaker government” in 
civilian garb, had ruled under a state of emergen- 
cy. All fundamental rights were suspended, and 
the repressive forces enjoyed, by official decree, 
immunity for their actions. 

The authorities arrested half a million citizens, 
holding many without charges. Torture and extra- 
judicial killings were rampant. The intelligence 
services monitored academics and the media. 
By the time the elected government took over, 
hundreds of political leaders had. been put away 
for lengthy prison terms, typically on corruption 
convictions handed down by special tribunals. 

Bangladeshis expected not just political deliver- 

` ance but economic deliverance as well. Food price 
inflation had reached its highest level in decades. 
The poor were hurting badly, but could not pro- 
test under. the military-backed regime without 


Bar with optimism and display- 
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risking physical harm. Commerce:had deceler- 
ated: Traders were wary of arbitrary repression by 
the regime’s dreaded Rapid Action Battalion and 
an Anti-Corruption Commission headed by a for- 
mer army chief. Electricity, the mainstay of both 
industrial production and agricultural irrigation, 
was in short supply. 

In early 2009 Bangladesh’s economy faced 
threats. stemming from the global recession, 
and the new government braced for two related 
blows. First, remittances from migrant workers 
were expected to shrink because many construc- 
tion and labor-intensive projects had come to 
a standstill in the Middle East, a region that in 
2008 supplied 60 percent of the $9 billion that 
Bangladeshi workers sent home. . The second 
blow was expected in exports. Credit had dried 
up in America and Europe, reducing in those 
regions the consumer funds available to be spent 
on Bangladesh's exports, including its $12 billion 
worth of garment shipments. 

The threat of militant Islamism also remained 
a worry. Many Islamist organizations are intimate 
with the Bangladesh Nationalist Party (BNP), a 
large right-wing political organization. In the first 
half of the 2000s, the BNP and its. main ally, the 
Islamist party Jamaat-e-Islami, had orchestrated 
or condoned many gruesome attacks on AL lead- 
ers and progressive activists. By 2006, the exploits 
of the BNP-Jamaat alliance had pushed a fairly 
moderate Muslim democracy toward what some 
observers called “Pakistanization’—a violent, 
unpredictable, fractured political order. 

The instability that developed during that 
time, along with rampant corruption, explained 
why loud cheers had greeted the military's power 
grab in 2007. And yet Jamaat was the only major 
political faction that was left largely untouched 
by the two-year military interlude. The continu- 


- ing partnership between religious fundamentalists 


and right-wing nationalists, combined with the 
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belligerence gical of Bangladeshi politics, was 
certain to make governance difficult for the AL, a 
center-left party that advocates religious freedom 
and socially progressive policies. 


SO FAR, SO GOOD 

In spite of the challenges, the “Grand Alliance” 
government led by the AL has made a decent 
showing thus far. Remarkably, it has:been able to 
retain the level of popular support that won it vic- 
tory in the elections. All major surveys conducted 
recently show positive ratings. Two-thirds of citi- 
zens are either satisfied or very satisfied with the 
new government's performance. A similar propor- 
tion believes the country is headed in the right 
direction. As one analyst has noted, this share is 
higher than the percentage of votes that the alli- 
ance received in the elections, so apparently the 
governing coalition has been able to convert some 
skeptics into supporters. 

The Grand Alliance nfopeeed a “Charter for 
Change” with specific policy targets, the oT 
most of which was: to 
curb food price hikes. 
Overall inflation fell from 
a 10’percent annual rate 
in July 2008 to around 5 
percent by October 2009, 
in part because of fall- 
ing global commodity 





Two trials—one completed, one 
planned—could redefine the discourse 
and practice of political justice 
and human rights in Bangladesh. 


Eo oy 


The government, animated by fresh think- 
ing and a burst of populism, has taken up 
many expensive initiatives, from planning new 
airports, bridges, and highways, to extending 
subsidies and safety nets, to reforming the edu- 
cation system, to increasing pay across the state 
sector. But bureaucratic implementation has 
been slow and uncertain. In the first half of the 
2009-10 fiscal year, spending in seven of the 
ten largest ministries was far behind budgetary 
allocations. 

The government’s strongest performance has 
been in agriculture, the sector that dominates 
rural Bangladesh, where more than two-thirds 
of the population resides. Hasina’s government 
has extended credit and. subsidies. It has also 
ensured increased supplies of raw materials, and, 
very importantly, diesel fuel and electricity for 
irrigation, in spite of a nationwide power short- 
age. Food grain production in 2009 exceeded that 
of previous years, and is expected to continue a 
record upward trend. 

As befits the MER of 

a center-left party, the gov- 
. ernment. has also given 

considerable attention 

to education and health. 

In fact, Bangladesh's big 

strides in human develop- 

ment are mostly due to the 





prices, but also because 
of improved local food production. Diplomatic 
initiatives in the Middle East have helped reduce 


the layoffs of migrant workers. In fact, remit- 


tances have incieased, compensating for losses in 
garment exports. And three government stimu- 
lus packages, including incentives for exporters, 
have cushioned the global recessions impact. 
Bangladesh expects GDP to grow by 5.5 to 6 per- 
cent this year. 

The political eraen that TET every- 
one most was the composition of Prime Minister 
Sheikh Hasina’s cabinet: She appointed many 
young newcomers in place of party veterans. This 
was a gamble. Hasina earned kudos by recogniz- 
ing the public’s desire for change and its distaste 
for the same crop of politicians who were seen to 
have locked the country into endless feuds. On 
the other hand, the inexperience of the new min- 
isters became quickly apparent, especially when it 
came. to leading a bureaucracy politicized by years 
of authoritarian rule, interference, and irregulari- 
ties in recruitment and promotions. 





state’s extensive presence 
and programs in these sectors. The government's 
key plan here is to increase school retention rates. 
To that end, it has printed 190 million textbooks 
to be provided free of cost to all primary and sec- 
ondary students. 

Over the past year, efforts on behalf of the poor 
have offered the clearest demonstration of the dif- 
ference between an insulated authoritarian regime 
and a responsive democratic government. They 
also have helped cement the AL-led government's 
broad political support.. 


HISTORY OF VIOLENCE 

The Grand Alliance’s biggest challenge, how- 
ever, is the pursuit of political justice. Grave 
transgressions of human rights have plagued 
Bangladesh from the moment of its violent birth. 
In 1971, the Pakistani army and its collaborators 
committed a genocide in which at least a million 
died. Hundreds were assassinated in coups and 
counter-coups after independence. Thousands 
have been killed and maimed in political violence. 


And since the late 1990s Islamist terrorism has 
been added to the mix. 

_ This state of affairs has continued because 
political crime in Bangladesh is rarely prosecuted 
successfully. The perpetrators, regardless of the 
regime, almost always find powerful interests to 
protect them. In the absence of political commit- 
ment and legal enforcement, rage, resentment, 
dismay, and vendettas have accumulated in the 
political culture. To control the consequent vio- 
lence, the state, continues to strengthen its repres- 
sive apparatus, which commits further crimes 
with impunity—and the cycle goes on. 

Unlike other parties, the Grand Alliance has 
pledged to prosecute’ political crimes as a- matter 
of national policy. The first step was to restart the 
investigation into a deadly assault on an AL rally 
in August 2004. The attackers had positioned 
themselves in high-rise buildings:in downtown 
Dhaka. When an ensemble of AL leaders came 
into sight, they hurled grenades and fired bullets 
into the crowd. Twenty-two were killed, including 
senior party members. Hundreds were injured. 

The audacity of the attack, the weaponry used, 


and the ease with which the attackers disappeared , 


all pointed to complicity by the BNP-Jamaat gov- 
ernment in power at that time. But the original 
investigation slowed, finally yielding nothing of 
substance. In reopening the case, detectives have 
begun to uncover a full-scale criminal conspiracy 
by some BNP-Jamaat bosses. The plotters recruited 
extremists from banned organizations and helped 
to finance and provision them. They worked under 
the aegis of the office of Prime Minister Khaleda 
-Zia’s son, with logistical support from Bangladeshi 
and even Pakistani intelligence agencies. 

After crimes such as‘these were carried out, the 
political sponsors typically would step in to thwart 
any investigation. The conspirators worked with 
a wide nexus of players who had various moti- 
vations—money, political supremacy, religious 
bigotry, business rivalry, international intrigue. 
They arrayed an impressive pool of resources, too 
potent for local law enforcement to obstruct— 
except once, in 2004, when an inquisitive junior 
officer chanced on a suspicious shipment in the 
‘ port of Chittagong. It turned out to be 10 truck- 
loads’ worth of arms and ammunition, headed for 
distribution among insurgents in India’s northeast 
and Islamist extremists in Bangladesh. Most such 
transactions were never discovered. 

Despite public consternation, neither the gre- 
nade attack nor the arms haul was prosecuted 
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successfully. With such prominent political crimes 
neglected, it was no accident that a surge in ter- 
rorism marked the 2001-2006 tenure in: power 
of the BNP-Jamaat coalition. By contrast, in the 
1990s, many individuals, from local academ- 
ics to US President Bill Clinton, liked to praise 
Bangladesh—the third-largest Muslim-majority 
country in the world—as a virtuous marriage 
between democracy and Islamic identity. The 
country’s first major incident of Islamist terror- 
ism occurred in 1999, when.a bomb killed 15 at a 
concert in a provincial town. By 2005, an average 
of 40 significant attacks was taking place annually, 
with the targets including cultural events, movie 
theaters, courts and government offices, minori- 
ties, progressive writers and journalists, and OPPO 
sition politicians. ` 

Among these, the only major case to be inves- 
tigated to completion was a series of bombings by 
Jamaat-ul-Mujahideen (JMB), a radical organiza- 
tion coordinated. by a militant named Siddiqui 
Islam, who was believed to have fought alongside 
Osama bin Laden during his mujahideen days in 
Afghanistan. Intense local and international pres- 
sure forced the government to: apprehend JMB 
leaders and put them on trial. Until that point, the 
government had even insisted that Siddiqui Islam 
was a figment dreamed up by the media, though 
dozens of JMB attacks claimed 64 lives between 
2000 and 2005. 


THE ABUSIVE CARETAKER 

Coming on the heels of the discredited BNP- 
Jamaat administration, the 2007-08 caretaker 
government adopted a tough antiterrorism stance. 
It executed Siddiqui Islam and five associates. 
But the Daily Star, the country’s largest- English- 
language newspaper, summarized public qualms 
by noting that “a veil of mystery” still clouded the 
case: The militants were never allowed to reveal 
publicly the names of their political kingpins. 

The caretakers were embroiled in crimes of 
their own. The Directorate General of Forces 
Intelligence, an intelligence agency that, according 
to the International Crisis Group, was “the driving 
force behind military rule,” operated secret torture 
chambers in Dhaka. Among many atrocities, the 
case of Choles Ritchil especially shocked the pro- 
democracy community: Ritchil was an indigenous 
activist who protested the setup of a commercial 
“eco-park” in an area inhabited by the Garo people, 
an indigenous minority. Infuriated, an army major 
and his accomplices arrested Ritchil,; who was then 
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reportedly dragged to an army camp, tied down, 
and tortured to death. His captors plucked out his 
eyes, smashed his testicles, pulled out his finger- 
nails and toenails, burned his back, cut his flesh, 
and then dumped the corpse at a local church. 

The army’s aversion to indigenous peoples is 
well known in Bangladesh. The military commit- 
ted many atrocities in the Chittagong Hill Tracts 
area while it fought a decades-long insurgency by 
the local Pahari (hill) peoples, who resisted being 
colonized by Bengali settlers. But that was thought 
to be a thing of the past. Ritchil’s gruesome mur- 
der brought it to the fore. Yet the government did 
not bring the perpetrators to justice in any of the 
torture cases, including Ritchil’s. 

The, agency responsible for the largest number 
of civilian killings is the Rapid Action Battalion 
(RAB), a virtually unaccountable paramilitary force 
that the BNP-Jamaat government created in 2004 
to clamp down on violence. Conveniently, every 
successive administration, including the AL-led 
Grand Alliance, has used this force on a regu- 
lar basis. Since its incep- 
tion, the RAB has killed over 
1,200 citizens. The govern- 
ment routinely claims that 
the victims were caught in 
“crossfire,” as though they 
were not targeted. Political 
observers in the country 
know otherwise. According to an investigation by 
Human Rights Watch, “a large proportion of these 
killings are in fact extrajudicial executions carried 
out after the victim had been taken into custody.” 

Thus, a long litany of crimes, politically sanc- 
tioned and protected, burdens Bangladesh’s democ- 
racy. This is what the AL needs to confront, since 
it is the only large party whose values are founded 
on secular human rights. The new governments 
declarations of intent are a welcome step. But the 
coalition has not matched rhetoric with commit- 
ted action. Its promise to eliminate extrajudicial 
killings has so far proved hollow. In 2009, the citi- 
zenry suffered more than 140 extrajudicial killings 
at the hands of government agents. 


TOWARD THE. RULE OF LAW 

In this troubled setting, two trials—one com- 
pleted, one planned—could redefine the discourse 
and practice of political justice and human rights 
in Bangladesh. 


The first, completed trial was for the assassina- ` 


tion of Sheikh Mujibur Rahman and his family. 





Grave transgressions of human rights 
have plagued Bangladesh from 
the moment of its violent birth. 


A mercurial personality known affectionately as 
Bangabandhu (Friend of Bengal) and as Sheikh 
Mujib, he led the country’s independence move- 
ment in 1971 and became its first prime minister. 
The movement for independence established him 
among the Third World’s dissident vanguard, earn- 
ing him the respect of Salvador Allende and Fidel 
Castro, as well as the animosity of Henry Kissinger. 

But Mujib struggled to balance multiple goals: 
rebuilding an economy destroyed by war and 
then battered by cyclones; ensuring security in 
a country that had been liberated by millions of 
armed guerillas; nurturing effective foreign rela- 
tions under cold war realpolitik; and crafting the 
identity of a Muslim nation that had just rejected, 
through violent tenacity, the idea that Islam could 
hold together otherwise different cultures. 

Mujib in 1975. opted to replace the vagaries of 
democracy with one-party authoritarianism. A 
few months later, in August 1975, he was gunned 
down by a group of army officers. They also killed 
most of his family that night, including his 9-year- 
old son. Only two lived: his 
daughters Sheikh Hasina 
and Sheikh Rehana—and 
only because they happened 
to be in Germany. 

Incredibly, the men who 
‘usurped power reward- 
ed Mujib’s assassins with 
officially legislated- immunity from prosecu- 
tion. General Zia ur-Rahman, who rose to power 
through a series of coups and eventually founded 
the BNP, not only extended the indemnity through 
a parliamentary act; but also appointed the mas- 
terminds to diplomatic posts abroad. This came to 
symbolize all that was wrong with political justice 
in Bangladesh. If the assassins of the country’s 
founding father could be protected and pam- 
pered in this way, no one was safe. With impunity 
instituted as the norm, Islamist fundamentalists 
positioned themselves as a political force, with the 
military dictators General Zia and General Hussein 
Muhammad Ershad as their patrons. 

Bangladesh became a multiparty democracy 
in 1991, and the AL won elections in 1996, with 
Sheikh Hasina as prime minister. Her government - 
repealed the indemnity act and initiated the trial 
of Mujib’s assassins. Representatives of the BNP 
and Jamaat-e-Islami abstained from voting for the 
repeal. The next elections were won by the BNP- 
Jamaat coalition—which suspended the trial. Not 
a single hearing was held during its tenure. The 


trial resumed in 2009 when the AL returned to 
power. After all appeals were exhausted, five of 
the assassins -were hanged in January 2010. Six 
others remain at large abroad. 

- The trial of Mujib’s assassins was a watershed 
in Bangladesh's political history. It was exceptional 
in its transparency and procedural integrity. In 
the past, whenever the country’s rulers had opted 
for political “justice,” they usually pursued quick 
fixes: new laws, special tribunals, exemplary pun- 
ishment—all outside regular judicial processes. 

The most recent such example was the war 
against corruption by the military-led caretaker 
government. Its cases against politicians, corrupt 
or not, were marred by violations of due process. 
Military agents routinely intimidated lawyers, 
‘produced dubious witnesses, and.bullied judges. 
Special speedy tribunals were formed, which 
proceeded to award the same lengthy sentence to 
every senior politician regardless of the charge. 
(My father, Muhiuddin Khan Alamgir, a senior 
AL member and former minister of planning, was 
among those imprisoned and tried on trumped- 
up charges. Last year, the country’s High Court 
- declared his conviction illegal. In February 2010, 
the: High Court also threw out a conviction in 
absentia against me. A special tribunal had sen- 
tenced me to three years in prison for being one 
day late in submitting a statement of assets to the 
Anti-Corruption Commission.) 

This has been the modus operandiin Bangladesh: 
Stints in power have been occasions to wipe out 
opponents, justice has meant vengeance, and egre- 
gious abuses have been legalized through immu- 
nity. Indemnity laws enacted in 1975 and 1978 
protected Mujib’s killers. In 2003, the BNP-Jamaat 
government enacted the Joint Drive Indemnity 
= Act, which gave impunity to members of the 
armed forces for an anticrime initiative in which 
thousands were arrested, many were tortured, and 
at least 50 people were killed in custody. In 2007, 
the military-led caretaker government proclaimed 
emergency powers that prohibited legal challenge 
against any action taken by its security forces. All 
these assaults, taken together, have shattered the 
idea of the rule of law, so vital for the deepening 
of democracy. -` 
` The trial of Mujibs murderers bucked the 
trend. Sheikh Hasina did not opt for legal short- 
cuts, even though she had lost almost all of her 
family in the killings. The civilian police con- 
ducted the investigation; local lower courts heard 
the charges; and the detailed initial hearings, pub- 
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lic and transparent, took two years to complete. 
Tellingly, the government did not rush unduly 
even though elections approached. The case even- 
tually -moved up to the higher courts, following 
appropriate procedure to the letter. The most 
prominent trial in Bangladesh's history thus set a 
precedent for achieving political justice through 
fair, legal means.. l 


GENOCIDE ON TRIAL . 

The second major trial, which has yet to. take 
place, will-be much larger and more complex in 
scope, will be limited in its results, and will have 
tricky foreign implications. The government is 
seeking justice and closure for war crimes com- 
mitted during the 1971 war of liberation against 
Pakistan. The AL-led government last year began 
consultations on a legal framework for trials, and 


. has vowed to initiate them in 2010. 


Nothing rouses the country’s emotions more - 
than the collective failure to hold accountable 
those who organized genocide against Bengalis. 
In 1971, the West Pakistani leadership decided to 
crush the ethnic Bengalis’ demand for autonomy 
and democracy by unleashing a brutal crackdown, 
which soon degenerated into genocide. Between 
March and December 1971, the Pakistani army 
and its local collaborators slaughtered at least 1 
million Bengalis; some -estimates put the toll as 
high as 3 million. Bengali men and boys were 
killed en. masse. Hindus were targeted specifically. 
Between 250,000 and 400,000 women were sexu- 
ally violated. Hundreds of the most prominent 
Bengali intellectuals, artists, and cultural icons 
were rounded up and executed. 

After Bangladesh became independent, foreign 
policy reality combined with arbitrary decision 
making to extend impunity to the war criminals. 
India, which had helped liberate Bangladesh, repa- 
triated 90,000 Pakistani soldiers held as prison- 
ers of war. Optimistic Bengalis expected that: the 
ringleaders would be- tried; they were not. India 
was keen to move on and Pakistan, bifurcated by 
secession and shamed by surrender, had no inten- 
tion of damaging the morale of its surviving war- 
riors by charging them criminally. Pakistan also 
had a strong ally in the’United States, which, under 
Kissinger and President Richard Nixon's direction, 
had continued to supply arms to the Pakistani 
military knowing well that they were being used for 
genocide. Bangladesh, new to foreign relations and 
reeling from mass destruction, did not have the dip- 
lomatic prowess to push the issue internationally. 
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Still, the scars ran deep. So the newly formed 
Bangladeshi government decided to focus on the 
local war collaborators. In 1973 it passed the 
International Crimes (Tribunals) Act and arrested 
several thousand suspects. By that time, however, 
economic ruin, insecurity, and political instability 
had set in. In the interest of preventing further 
turmoil, Mujib abruptly issued an amnesty order. 
Most collaborators were released. 

Many who suffered in the war saw this award 
of amnesty as an unjust, dictatorial decision, the 
“original sin” in the vortex of political injus- 
tices into which the country eventually sank. The 
local collaborators were led by members of the 
Jamaat-e-Islami, adamant to preserve the unity 
of a Muslim country regardless of cost. Jamaat 
members had organized death squads that carried 
out mass executions. Some Jamaat. leaders fled 
after independence, when ‘the party was banned 
from politics. Mujib’s assassination allowed them 
to consider a return. Then, President Zia’s policy 
of reasserting the country’s Muslim identity. gave 
them’a concrete opening. 

Jamaat leaders helped Zia. cultivate connec- 
tions in the Middle East, and as quid pro quo, 
Zia permitted the Jamaat to resurface as a formal 
political party to take part in his staged elec- 
tions. The political patronage of General Zia and 
General Ershad between 1978 and 1991 allowed 
the Jamaat to spread nationwide. It won converts 
through a combination of Islamic rhetoric, funds, 
and social services. By 1991 the Jarnaat, still led by 
perpetrators of the genocide, had become a major 
political party. Even the AL, engrossed in electoral 
calculations, worked with the Jamaat for a brief 
period. 

The ascent of political Islam in Bangladesh is, 
thus, not simply a natural turn of events. It is 
intertwined with a sense of injustices on several 
levels: the original sin that absolved war crimi- 
nals, a second sin that reinstated the criminals 
into politics, and a third, deeper one that inte- 
grated Islamic symbols and discourse into the 
official state narratives of a country that had ear- 
lier rejected, at the cost of genocide, nationhood 
based on religion. 

In the absence of a meaningful state response, 
many independent secular progressives joined 
hands under Jahanara Imam, who had lost one 
of her sons to an Islamist death squad in 1971. 
They assembled evidence, compiled a list of war 
criminals, and organized a “People’s Court” to try 
them. The BNP-led government persecuted the 


group, charging it with disrespect for the country’s 
existing judicial system. 

The injustices deepened when the BNP-Jamaat 
alliance came to power a second time, in 2001. 
Two Jamaat leaders, including an alleged war 
criminal, were named to the cabinet. The Jamaat, 
using its position of power, urged the country’s. 
youth to forget the past and look to the future, 
and began to recast the “Liberation War” as a 
“civil war,” thus reducing the genocide to a simple 
armed conflict in which both sides might have 
been equally responsible. 


ISLAMISTS UNDER FIRE 

This proved to be a mistake. The insult mobi- 
lized frontline commanders from 1971. They 
launched a movement that mushroomed into a 
nationwide demand for war crimes trials. The 
AL-led Grand Alliance endorsed the idea, which 
helped it win 263 out of 300 seats in the parlia- 
ment in the 2008 elections. Voters crushed the 
Jamaat: The party managed to win just 2 seats, 
compared to the 17 that it had captured in the 
previous elections as a BNP ally. 

- War crimes trials will certainly damage the 
Jamaat and its leadership further. The position of 
political Islam in Bangladesh will likely weaken 
for the first time since the 1980s. Public support 
in favor of the trials is overwhelming—86 percent, 
according to one recent survey. This support will 
embolden the Grand Alliance, and open and fair 
trials will go a long way toward establishing politi- 
cal justice for Bengalis’ deepest national trauma. 

Difficulties lie ahead. Public support must 
not tempt the government to take legal short- 
cuts.. The primary basis for the trials will be 
an updated version of the International Crimes 
(Tribunals) Act. The government needs to ensure 
that the revision defines the specific crimes and 
criminal responsibility clearly.. Furthermore, the 
trials will have limited scope: Only significant 
local collaborators will be held accountable, and 
none of the Pakistani masterminds will be tried. 
The government, therefore,. will have to care- 
fully manage public Sspecanons, which are lofty 
right now. 

The Grand Alliance has secured support from 
the European Union and the United Nations. 
The UN has recommended four of its war crimes 
experts to the government. But for the trials to be 
internationally acceptable, the government must ` 
remove any provision for capital punishment, 
however locally unpopular that might be. 


` is manifest when murderers 


The trickiest challenges relate to Pakistan, the 


Middle East, and the United States. Although 
Pakistanis will not be on trial, the responsibility 
of their erstwhilé government and generals for the 
bloodbath will certainly be a persistent theme. So 
. the current Pakistani government is on a diplomat- 
ic offensive, seeking allies in the Middle East. The 
Nixon administration also has blood on its hands. 
Declassified documents show that Nixon for- 
bade “all hands” to restrain General Muhammad 
Agha Yahya Khan, Pakistan's president. To skirt a 
Congress opposed to funding genocide, Kissinger 


even channeled arms to Pakistan using third . 


countries; like Jordan and Iran. Bangladesh should 
counter potential American discomfort through a 
principled yet tactful stand that positions the trials 
as necessary for longer-term stability in a Muslim 
democracy riven by fundamental injustices. 


THE FATE OF DEMOCRACY A 

Will the search for political justice deepen 
democracy? Bangladeshs foremost political 
achievement has been the institutionalization of 
free and fair elections. But 
two basic ingredients of dem- 
ocratic consolidation have 
been missing: commitment 
to human rights and equality ` 
before the law. Their absence 


Rage, resentment, dismay, and 
vendettas have accumulated 
in the political culture. 
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in power left it with a financially profitable: but 
politically bitter experience. It was hard to govern 
at gunpoint a citizenry accustomed to ‘the messy 
freedoms afforded by democracy. Two specific 
questions linger from the caretaker period. First, 
can accountability be established for the human 
rights abuses that occurred? Second, will corrup- 
tion be investigated, especially large state eo 
tracts awarded without oversight? 

The answers will remain negative for the fore- 
seeable future. In a country that has suffered 
decades of military rule, most recently in 2007-8, 
any civilian government will naturally be on 
guard and adopt prudence over idealism, a. policy- 
of “live and let live.” Thus, the military will stay 
largely outside the jurisdiction of civilian justice. 
But uneasy spillovers continue. About half of the 
extrajudicial killings under the. current govern- 
ments watch have occurred during military inter- 
rogations: of suspected participants in a brutal 
mutiny in February 2009, in which paramilitary 
border guards killed several dozen army officers. 

Complexities and compromises notwithstand- 
ing, Bangladeshis are opti- 
mistic. According to a recent 
survey, 54 percent detect a 
positive change in the polit- 
ical culture. A massive .82 
percent believe that “old 





are granted legal immunity 
and their.sponsors enjoy political immunity, both 
unaccountable for the subversion of everyday 
democratic ethics. The end of impunity for the 
1971 war criminals and the 1975 assassins of the 
. Mujib family will likely bolster demands for justice 
for other political crimes, including extrajudicial 
killings. Such killings have been the ugliest blot‘on 
the democratic performance of all major parties. 
Coming days may tempt the government to use 
extrajudicial force against Islamists. The, convic- 
_tion of Jamaat leaders as war criminals would 
likely provoke a violent reaction. In the four 
`- democratic elections that Bangladesh has held so 
far, Islamists have won a consistent 5 to 7 percent 
of the vote. Violent protests against war crimes 
trials, the single issue that unites an overwhelm- 
ing majority of Bangladeshis, will only reduce the 
Islamists’ appeal further, as long as the govern- 
ment can stay on high moral ground and practice 
' procedural integrity. 
The injustices that will prove the most difficult 
to resolve concern the military. Its recent stint 





political practices” will not 
return. One such practice’ is 
the boycott of parliament by the opposition. 
Citing a series of grievances, the BNP boycotted 
most parliament sessions in 2009. For its part, 
the AL, enjoying an electoral preponderance, has 


tase? occasionally into that old practice called 


“tyranny of the majority.” 

But three developments encourage the opti- 
mists. First, parliamentary committees’ have 
asserted themselves, grilling officials about exec- 
utive decisions and at times putting the govern-: 
ment on the defensive. Second, the BNP decided 


- to join in parliamentary oversight in 2010, after ` 


repeated surveys showed that three-quarters 
of Bangladeshis did not approve of its boycott. 
And in this rests the third basis for optimism: 
Relentless media scrutiny, television talk shows, 
and the growing frequency of ‘public opinion 
polls have made political parties more respon- 
sive. If such everyday democratic procedures 
complement the longer-term goal of attain- 
ing political justice, the future bodes well for 
Bangladesh. | E 
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In Sri Lanka, the Triumph of Vulgar Patriotism 


NIRA WICKRAMASINGHE 


; n January 27, 2010, incumbent President 
() Mahinda Rajapaksa was declared the win- 
ner of Sri Lanka's sixth presidential elec- 
tion. He triumphed over his main challenger, 
former army commander Sarath Fonseka, with a 
comfortable tally of 58 percent to 40 percent. The 
opposition immediately launched demonstrations 
to protest alleged election fraud. 

According to a report by an independent moni- 
toring group, the Commonwealth Expert Team, 
the presidential polling did not fully meet bench- 
marks for democratic elections. Yet most observ- 
ers acknowledge that the outcome was affected 
not by vote rigging so much as by large-scale 
propaganda in the media in favor of Rajapaksa 
in weeks preceding the polls. State television, for 
example, repeatedly screened images. of Uganda’s 


notorious Idi Amin to instill fear of military dicta- ` 


torship among Sinhalese voters. 

A crackdown on the losers followed the release 
of the election results. Members of an elite army 
commando unit and army deserters who had sup- 


ported Fonseka were arrested. Fonseka’s office in ’ 


Colombo was raided. On February 8, the former 
general himself was. arrested under suspicion of 
conspiring to topple the government and assassi- 
nate Rajapaksa. Parliament was dissolved ahead of 
. parliamentary elections.scheduled for April. 

For the longer term, the incumbent president 
is said to entertain hopes of consolidating fam- 
ily rule. His youthful son ran for parliament from 
Hambantota, Rajapaksa’s hometown, and is expect- 
ed to be groomed to become prime minister. 

Sri Lanka’s opposition parties have not remained 
silent-in the face of these provocations. A number 
of- demonstrations calling for Fonseka’s release 
peppered the country and were violently sup- 
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pressed. But as the government castigates as trea- 
son virtually any form of political opposition or 
criticism of official abuses, and as fears of reprisals 
grow, much of the public nes been silenced : and 
depoliticized. 


A RESULT FORETOLD 

The massive support that Rajapaksa mustered 
in the January election was strongest in the, 
Sinhalese-dominated:; rural south, the area from 
where the president hails. He received more than 
60 percent of the vote in that region. Tamils, espe- 
cially in the north and in urban.areas, along with 
Muslims in the east, paradoxically cast their lot 
with Fonseka, a well-known Sinhalese suprema- 
cist and the architect of last May’s brutal maa 
victory. over the rebel Tamil Tigers. 

They voted for him because, in ethnically and 
religiously divided Sri Lanka, the former general 
had become the nominal leader of the opposition, 
and was supported 'by the Tamil National Alliance, 
the main Tamil party in parliament. Moreover, in 
the Eastern Province where paramilitary’ Tamil 
armed groups, aided and abetted. by the govern- 
ment, have been a law unto themselves since the 
demise of the Tamil Tigers, Tamils-and Muslims 
saw.in Fonseka the only candidate capable of 
restoring some degree of security for the people. 

Even so, votes from urban areas, and from 
Tamils—who make up only 12 percent of the 
country’s ‘population .of 21.3  million—proved 
not nearly sufficient for Fonseka to overcome 
Rajapaksa. The reason is that the incumbent 
regime succeeded where all others failed: It ended 
a debilitating, three-decades-long civil war. 

. Although many people in the south maintain“ 
serious concerns about Rajapaksa’s government— 
which they recognize as grotesquely ‘nepotistic, 
openly corrupt, and slow to deliver’an expected 


- peace dividend—this did not, at the crucial hour, 
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outweigh their immense gratitude for being secure 
at last in their everyday lives. 

When Rajapaksa decided last November to 
hold the presidential election two years ear- 
lier than previously scheduled, it seemed that the 
opposition parties would mount no real challenge. 
His victory appeared a certainty, a fait accompli. 
But Fonseka, disgruntled by the regime’s dismis- 
sive attitude toward him, disturbed this scenario. 
Rallying around him all of Rajapaksa’s political 
foes, the former army chief emerged as the con- 
sensus opposition candidate. 

Fonseka’s campaign hinged on criticizing the 
Rajapaksa administration for failing to carry out 
reconstruction, build the economy, and tackle 
corruption and mismanagement. Fonseka_ also 
deplored the deterioration of freedoms and rights 
in a country where, in recent years, a prominent 
editor: was murdered and many others offering 
critical voices have been beaten up, kidnapped in 
notorious white vans, or detained under question- 
able charges. Fonseka even openly accused the 
secretary of defense, the 
president's brother, of com- 
mitting war crimes during ` 
the last phase of the battle 
against the Tamil Tigers. 

To voters, however, the 
anti-Rajapaksa alliance 





Whatever the flaws of multiculturalism, 
they are still lesser evils than those 
faced today by Sri Lanka’s minorities. 
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victory over Tamil “terrorism”—a victory that 
was dramatically achieved in the spring of 2009 
with the death of Tamil Tiger leader Velupillai 
Prabhakaran and the destruction of the military 
edifice that he had constructed over 30 years. 

The Tamil Tigers (formed in 1972 as the 
New Tamil Tigers, and renamed in 1976 as the 
Liberation Tigers of Tamil Eelam) had been fight- 
ing for a separate Tamil state (or “eelam”) in Sri 
Lanka’s north and east since 1977. They argued 
that Tamils had been victims of discrimination 
under successive majority Buddhist Sinhalese 
governments. Legislation granting primacy to the 
Sinhalese language and to Buddhism, together 
with fears of Sinhalese colonization of their lands, 
was invoked to justify assassinations, massacres, 
and countless suicide bombings on civilian as well 
as military targets in the south. 

After the repeated failure of talks eee the 
government and the Tigers—partly due to the 
Sinhalese parties’ unwillingness to work together 
to broker a devolution deal that would be accept- 

able to the Tamil people— 

the Tigers and government 
` forces renewed the mili- 
‘tary conflict in 2006. 

Rajapaksa’s “war to elimi- 

nate terrorism” gained 

considerable international 





appeared fragile and divid- 
ed. The Tamil National Alliance, the main Tamil 
party backing Fonseka, called for a merger of the 
Northern and Eastern provinces, the Tamils’ tradi- 
tional homelands, an idea that Fonseka rejected. 
The Marxist-nationalist Janata Vimukti, Peramuna 
(the People’s Liberation Front, or JVP) and the 
United National Party (UNP), the biggest opposi- 
tion party, held conflicting views on the issue of 
granting more administrative power to the Tamils. 
The JVP opposed the idea of a Tamil homeland, 
` while the UNP.was more receptive to the idea of 
some form of self-determination for the Tamils. 
In any case, in a country where the media 
had been beaten into submission and all state 
institutions had been blatantly misused over the 
previous two years to bolster Rajapaksa’s image, 
it would have taken a miracle for this makeshift 
coalition to achieve a whirlwind victory. No mir- 
acle occurred. 


THE 30 YEARS’ WAR 
Each of the presidential candidates presented 
himself as the force behind the governments 





support and was provided 
the armament au: for sustained military 
operations. 

After liberating the Eastern Province in 2008, 
the Sri Lankan army headed by General Fonseka 
broke through rebel lines and drove the Tigers 
from areas in the north that they had controlled for 
decades. Thousands of civilians were held hostage 
by the Tigers in their final-retreat. Eventually, after 
the fall of the Tigers’ de facto capital, Kilinochchi, 
and the death of the Tamil leader, the 30-year war 
carne to an end. 

While the military phase of the conflict ended 
last May, the human costs of the wars conclusion 
will never be known. No independent media were 
allowed in the war zone during the final battle, 
but the United Nations estimates that 7,000 peo- 
ple died in early May and many more iri the final 
two weeks of the fighting. ee EN 
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tions in the camps were monitored by the UN, 
which ensured that basic needs were provided for, 
but (unverifiable) stories of rape, other violence, 
and extortion reached the media. However, the 
Sinhalese people in the south appeared indiffer- 
ent to the plight of their countrymen—the result 
of longtime exposure to government media that 
portrayed all Tamils as potential terrorists. 


THE POSTWAR STATE 

Events since the end of the war have confirmed 
observers’ fears that Sri Lanka is moving toward 
becoming a nepotistic state dominated by a coterie 
of sycophants seemingly intent on draining the 
coffers of state institutions. Meanwhile, the coun- 
try is confronting serious economic challenges: 
The economy continues to totter despite a $2.8 
billion bailout package from the International 
Monetary Fund. 

‘According to IMF guidelines, the government 
is supposed to operate with a budget deficit of no 
more than 7 percent of GDP. But the deficit has 
already reached 8.5 percent 
of GDP and is likely to rise 
further. The government's 
claims . notwithstanding, 
there is little foreign direct 
investment—the regime is 
spending heavily on bor- 
rowed funds. 


Each of the presidential candidates 
presented himself as the force 
behind the government's 

_ victory over “Tamil terrorism.” 


Lankan soldiers hoisting a flag, presumably after 
the fall of the Tamil stronghold of Kilinochchi. 
The new bill reflects the nature of the state in Sri 
Lanka today—patrimonial, PEpONSAS; nationalis- 
tic, and militarized. 

To be sure, Fonseka’s arrest has pnnoidened the 
previously feeble opposition. The United National 
Party now has a rallying cry, a cause célébre that 
has resonance inside ‘the country as well as out- 
side. Arresting a war hero appears to have been 
a major miscalculation .on Rajapaksa’s part. Not 
only did it damage the country’s image even fur- 
ther, it has elicited angry reactions from erstwhile 
allies such as the Buddhist clergy. The head priests 
of the major Buddhist sects, in a stern message to 
the president, called for the immediate release of 
Fonseka and other army personnel who had been 
taken into custody. . 

Protests immediately followed Fonseka’s arrest. 
Hundreds of lawyers carrying placards demon- 
strated peacefully in front of the court com- 
plex:in Colombo. Other supporters of the retired 
general gathered outside the 
supreme court, where a peti- 
tion against his detention was 
heard. The opposition parties 
were gathering strength in 
advance of the parliamentary 
elections scheduled for April. 





Exports have contracted 
sharply, though US demand has started to pick up 
again. The European Union decided to suspend 
preferential tariff benefits for Sri Lanka following 
an investigation by. the European Commission 
that concluded that the country fell short in 
implementing UN human rights conventions rel- 
evant to the trade benefits. Corruption and crony- 
ism continue to depress investment. : 

At the same time the government, even though 
it no longer faces a civil war, is expanding the 
` military, whose troop strength is already larger 
` than that of the Israeli army. Emergency regula- 
tions remain in place, giving the regime's security 
forces special powers of search, arrest, and seizure 
of property. 

And in the wake of the government's triumph 
over the Tamil Tigers, an insidious. chauvinism 
has taken hold over much of the country. A few 
months ago the government issued: a new thou- 
sand rupee note to commemorate its victory. On 
one side of the note is Rajapaksa’s image; on the 
other is an Iwo Jima-like representation of Sri 


But whatever happens in 

current clashes between the 
government and the opposition, the centralized 
nature of Sri Lanka’s state is not likely to change 
soon. Indeed, the regime’s ideology—a form of 
vulgar civic patriotism that does not recognize any 
special rights for minorities—demands a strong 
centralized government along the lines of the one 
inherited from the colonial era. 


THE NEW PATRIOTISM 

This new patriotism has little in common with 
the “postnational” or “constitutional” patriotism 
that has been proposed as an alternative form 
of loyalty that is distinct from nationalism and 
is compatible with universal values. To the con- 
trary, Rajapaksa’s. patriotism merges nation and 
state, and it promotes a love of country based 
on a particular reading of the Sinhalese people's 
foundation myth, a reading in which all other 
groups—those formally known as minorities—are 
present only as shadows. © :- . E 

Even expressions of banal nationalism can, 
in some cases, alienate cultural minorities. The 


regime and especially the president are con- 
stantly flagging Sinhalese Buddhist nationhood 
in public life, as well as policing the private 
lives of citizens. For instance, when Rajapaksa 
visited the sacred city of Anuradhapura last May 
to attend religious observances, he is reported 
to have offered hereditary gold ornaments to the 
sacred Bo tree, a ritual that ancient kings used 
to perform and that later was entrusted to high 
Buddhist officials. The president has allowed, 
if not encouraged, the media to portray him 
as another King Dutugemunu, another son of 
southern Sri Lanka who succeeded in seizing 
Anuradhapura from the Tamil king Elara. 

Apart from such symbolic acts, the patriotic 
state is acting on society itself. Not only has it 
begun to monitor a long-forgotten excise law that 
forbids women from buying alcoholic drinks, it 
has also decreed that women are not permitted to 
enter government school premises unless clad in 
a sari (predominantly worn by Sinhalese women), 
and that liquor cannot be bought or consumed 
during the entire week surrounding the Buddhist 
Vesak festival. Being patriotic now means agreeing 
to abide by these rules, whether you are from the 
Sinhalese, Tamil, Muslim, or any other community. 

The world in general appears to be moving 
away from the belief that pluralism and diversity 
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are in themselves a panacea for societies’ prob- 
lems. But even if we accept citizenship and equal- 
ity as higher values, only a principled regime can 
strive to protect the neutrality of the public sphere 
and ensure that majoritarianism and discrimina- 
tion do not set in. Rajapaksa’s regime has yet to 
display such principle. 

Whatever the flaws of multiculturalism and 
its avatar, the devolution of power—flaws that 
include essentializing the fragment, promoting 
the formation of ethnic enclaves, and denying 
the hybridity of communities and the possibility 
of multiple belongings—they are still lesser evils 
than those faced today by Sri Lanka’s minorities, 
as well as by opponents of the Rajapaksa regime, 
as they encounter the administration's crude civic 
patriotism and ruthless repression. 

The war is over, but journalists are still disap- 
pearing. Critics of the regime are vilified, attacked, 
or arrested on flimsy charges. Sri Lanka’s govern- 
ment—which has close ties with Myanmar, Iran, 
Russia, China, and Pakistan—displays the type of 
defiant hubris that comes with the perception of 
being treated unfairly by the international com- 
munity. But the chauvinist Sri Lankan state that is 
taking shape is founded on a grotesque travesty of 
the values it claims to champion in its critique of 
Western hypocrisy. a 
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Vietnam and America: 
Parameters of the Possible 


FREDERICK Z. BROWN 


Vietnamese Prime Minister Nguyen Tan Dung 

made an official visit to Washington. But the 
event represented an extraordinary milestone 
in relations between the United States and the 
Socialist Republic of Vietnam. Forty years after 
the Tet offensive, which changed the course of 
the Vietnam War and led to sociopolitical tur- 
moil in the United States, here was US President 
George W. Bush proclaiming, in the visits joint 
communiqué, “a positive, growing friendship 
[and] mutual respect” and pledging “support for 
Vietnam's national sovereignty, security, and ter- 
ritorial integrity.” 

For Dung, who stood beside the president on 
the Rose Garden steps, this blunt expression of 
US policy was a welcome validation of the foreign 
policy that Vietnam has adopted since the end of 
the cold war. The statement also confirmed the 
connection with the United States as a geopolitical 
asset in the competition that the Vietnamese have 
long carried out with China. The consultation 
and measured cooperation that now characterize 
Vietnam-US relations are unprecedented. l 

To be sure, while the new relationship strength- 
ens America’s strategic position in Southeast Asia 
and has the potential to evolve further, this is not 
a marriage made in heaven. Conservative ele- 
ments in the Vietnamese Communist Party (VCP) 
maintain misgivings about opening up to the 
United States. Some US foreign policy conserva- 
tives have their own misgivings about partnering 
with Vietnam, which is one of only five remain- 
ing communist nations in the world. And one 
wonders, given the Barack Obama administra- 


È June 2008, the US media barely noticed that 
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tions many pressing demands, whether adequate 
human and economic resources, along with politi- 
cal creativity, will be dedicated to making the 
bilateral relationship work. 

Nonetheless, both Hanoi and Washington seem 
clear-eyed and realistic about the parameters of 
the possible, and this is what makes the new 
understanding between the United States and 
Vietnam singularly important. 


THE PATH TO NORMAL 

Until the recent rapprochement, the United 
States had never had a “normal” relationship 
with Vietnam. Until 1945 the United States saw 
Vietnam—if Washington thought about the 
Vietnamese at all—through a European lens, 
and as a natural part of French Indochina. The 
Vietnamese were les indigènes, destined to be ruled 
by France. Franklin D. Roosevelt understood the 
brutal inequity of French colonialism but died 
before moving US policy in a new direction. 

During the administration of John F Kennedy, 
US involvement in Indochina began to slide down 
a slippery slope. What started with military advis- 
ers came to include Green Berets and then, under 
President Lyndon Johnson, big battalions. Finally 
this cold war entanglemerit cost 58,000 American 
lives and splintered US society. 

The Republic of Vietnam’s collapse and 
America’s humiliating withdrawal in 1975 still 
haunt US foreign policy. Certainly, in discussions 
of Afghanistan today, the lessons of Vietnam— 
however they. are defined—are never far away. 
Policy wonks in Washington still argue about 
how to formulate an effective counterinsurgency 
doctrine, carry out development and nation build- 
ing in the absence of security, and balance an 
American military presence with the sensitivities 
of a local government. 


After 1945 American policy makers, caught 

up in the cold war, largely ignored a reality 
that was well understood by Thailand, Malaysia, 
Singapore, Indonesia, and the Philippines when 
they formed the Association of Southeast Asian 
Nations (ASEAN)—that despite the communist 
ideology shared by Vietnam and China, an inher- 
ent hostility between the two countries remained. 
This hostility was temporarily submerged dur- 
ing the cold war, because North Vietnam relied 
on China for assistance in its war. against South 
Vietnam and the United States. But the tension 
was certain to reemerge, as indeed it did after 
1975. ASEAN, based on its understanding of the 
Vietnam-China relationship, looked.at the grand 
geopolitical shape of postwar Southeast Asia and 
saw that Vietnam would eventually be “plugged 
into the ASEAN grid.” 
' The administration of Jimmy Carter, perhaps 
taking account of ASEAN’s relatively spacious view 
of history, decided that American interests might 
be served by offering the Vietnamese a choice 
other than alignment with 
the Soviet. Union or China. 
One of Carters first actions 
after coming into office was 
` to probe Hanoi’s willingness 
to explore the establishment 
of diplomatic relations. 

Normalization, however, turned out to be a 
complex, continuing process rather than a fixed 
destination. Initial American efforts at normaliza- 
tion were thwarted by Vietnam’s demand for “eco- 
nomic assistance to heal the. wounds of war” (a 
code name for reparations). The process was then 
stalled by Vietnam’s 1978 invasion of Cambodia 
and America’s 1979 diplomatic recognition of the 
People’s Republic of China. In the 1980s, Vietnam 
was shunned internationally (except by the Soviét 
bloc) because of its invasion and long occupation 
of Cambodia. 

After 1991, US-Vietnam relations improved 
because of Vietnam’s participation in a compre- 
hensive political settlement bringing to a close 
conflict in Cambodia. Also critical to the improve- 
ment was. Vietnams enhanced cooperation in 
determining the fate of American servicemen 
held captive during the war or listed as missing in 
action—the POW/MIA issue. l 

The Americans had long treated the POW/ 
MIA question as a principal problem between the 
two sides. In fact, it had sometimes servéd as a 
vehicle for communication on other matters. It 


China will always be more important 
to Vietnam than is the United States. 
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allowed the two countries to remain in touch 
when, because of the impasse over Cambodia, 
there was not much else to talk about. POW/MIA 
negotiations provided a sort of music to accom- 
pany the mating dance of normalization. In April 
1991, the United States laid out a “road map”—a 
series of quid pro quo steps regarding cooperation 
on Cambodia and POW/MIAs that would lead to a 
phased normalization of ties. 

When the Soviet Union collapsed, the time 
was ripe for change in the bilateral relationship. 
The end of the cold war shattered the status quo 
in. Southeast Asia, and Hanoi had to admit that 
an improvement in relations with the United 
States would serve Vietnam’s national interests 
not only economically but also strategically— 
that is, regarding China, always Vietnam’s prime 
concern. 

In .February 1992, the US Senate Select 
Committee on POW/MIA Affairs declared that 
Vietnam had taken satisfactory measures to 
improve cooperation. In February 1994, many 
of the onerous conditions 
of the US trade embargo 
against Vietnam were lifted. 
Regionally, Hanoi no lon- 
ger saw Vietnamese com- 
munism as the “vanguard of 
socialist transformation in 
Southeast Asia,” and accordingly signed the Bali 
Treaty of Amity and Cooperation in 1992. In 1995 
Vietnam became a member of ASEAN and relations 
with the United States were formally normalized. 
Vietnam, finally “plugged in,” now turned its 
attention to the vast problems embedded in its 
decaying Marxist economy. 


ALL ABOUT THE MONEY ; 

Economic and commercial interests were the 
catalysts for improving bilateral relations between 
the United States and Vietnam, and they remain 
essential elements of the relationship today. In 
the 1980s and 1990s, companies such as Boeing, 
Caterpillar, General Electric, and Microsoft, along 
with major international banks and investment 
houses, brought pressure to bear on the US 
Congress and on several administrations to open 
up to Vietnam, in the hope of establishing a small 
but potentially lucrative new market in Asia. 

The key event enabling commerce with the 
United States (indeed with the entire noncom- 
munist world) came in December 1986, when 
the VCP’s Sixth Congress decided to junk Marxist 
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economics in favor of doi moi (renovation), a deci- 
sion that led to free market policies, decentraliza- 
tion, and broad administrative reforms. In 2001, 
the establishment of a US-Vietnam Bilateral Trade 
Agreement facilitated a rapid increase in two- 
way trade. In 2006, the United States removed 
Vietnam from its list of “countries of particular 
concern” on grounds of religious freedom, and 
accorded it permanent normal trade relations. In 
2007, with crucial support from the United States, 
Vietnam became a member of the World Trade 
Organization (WTO). 

By the end of 2008, two-way trade had reached 
$15.2 billion (compared with $.22 billion in 
1994)— though the balance of trade runs heavily 
in Vietnam’s favor ($12.5 billion of Vietnamese 
exports versus $2.7 billion in US exports). 
Increasing the chances of yet greater commerce in 
the future, the two countries in 2007 signed a trade 
and investment framework agreement, which 
could lead to a free-trade agreement. In terms 
of foreign direct investment, the United States 
ranks among the top five investors in Vietnam, if 
one includes investments 
made through American- 
controlled companies in 
Singapore and Thailand. 
Intel plans to invest 
approximately $1 billion 


Although Marxism has been largely 
discarded, a pronounced Leninist cast 
to Vietnamese political life remains. cent, and in 2009-2010 


Vietnam tends to cool any Chinese desire to desta- 
bilize the economy for political purposes. 

While Vietnam’s economic ascent since the 
1990s has been impressive, continued progress 
is not a certainty. The 2008-2009 global eco- 
nomic downturn, and political divisions within 
the VCP, have slowed the process of institutional 
and procedural reform. And even if Vietnam con- 
tinues its current growth pattern, decades will 
pass before its physical infrastructure, banking 
system, and general business environment will 
be truly modernized. 


LINKED TO THE WORLD 

Yet Vietnam is now, for better or worse, linked to 
global economic conditions. When, for instance, 
international prices for oil and rice increase, 
Vietnam is affected—the country’s inflation rate 
stabilized at around 8 percent in 2009 after hav- 
ing risen to 24 percent in 2008. Similarly, because 
of Vietnam’s reliance on the US garment and foot- 
wear market, economic woes in the United States 
hinder Vietnamese economic growth. In 2008, 
amid the US downturn, 
Vietnam's target for growth 
in gross domestic product 
was revised downward to 
7.1 percent from 8.5 per- 





in a facility near Ho Chi 
Minh City. Many other US 
companies, both large and small, have invested 
or are planning to invest, assuming the economic 
environment remains stable. 

The United States and Vietnam squabble 
over market access, intellectual property rights, 
the trade imbalance, and, especially, levels of 
Vietnamese exports (clothing, furniture, and sea- 
food). The Vietnamese object to America’s “import 
monitoring programs,” which they claim violate 
the 2001 Bilateral Trade Agreement. In global 
commercial relations these days such differences 
are normal—but in US-Vietnam relations they 
sometimes carry political reverberations. 

In any case, US-Vietnam trade is far exceeded by 
China-Vietnam trade, and this trade gives China 
an advantage over Vietnam in negotiations on a 
variety of issues. Both sides know that China, if 
it chose, could harm or even cripple sectors of 
Vietnam’s economy by dumping unfairly priced 
exports or undertaking other unfair trade prac- 
tices. At the same ‘time, the fact that Chinese 
companies have made large capital investments in 





growth is expected to reg- 
ister about 6 percent. 

Although commercial contacts have played 
a major role in strengthening the US-Vietnam 
relationship, US economic assistance has been an 
important element as well. Assistance to Vietnam 
by the US Agency for International Development 
(USAID) constitutes one of the largest USAID 
programs in Asia; in fiscal year 2009 it totaled 
$103 million. Humanitarian assistance, including 
the Presidents Emergency Plan for AIDS Relief, 
accounts for more than three-quarters of this sum, 
but several other development programs have 
become very useful because they promote mod- 
ernization of Vietnam’s society. 

For example, the Support for Trade Acceleration 
and Reform program (STAR), created in September 
1999, has helped Hanoi establish a sound regula- 
tory framework for a market economy. STAR has 
worked with various entities under the Vietnamese 
government to enact comprehensive reform of 
laws and policies related to trade and investment, 
and to help Vietnam comply with WTO require- 
ments. STAR has provided technical assistance in 


the drafting and approval stages of 100 new laws 
and in the implementation of regulations. It has 
also supported policy seminars and training work- 
shops, domestic and international study tours, 
and special research projects. 

The key to STAR's success is that it is driven by 
demand from the Vietnamese government, not by 
US prodding. According to USAID, the practical 
impact of STAR has been significant at the middle 
and lower levels of the Vietnamese bureaucracy. 
The program demonstrates that trust can be cre- 
ated between the two governments if they focus 
on micro-issues that concern both sides, and do 
so in a low-key, professional manner. 


STRATEGY AND ASYMMETRY 

For strategic thinkers in Hanoi and 
Washington, the possibility of a mutually ben- 
eficial security relationship began to take shape 
in the 1990s. For the Vietnamese side, which 
is always fearful of “outside forces,” this shift 
away from the communist-bloc arrangements 
of the cold war did not come easily. President 
Bill Clinton, in his July 1995 announcement 
recognizing the Socialist Republic of Vietnam, 
declared that normalization “will advance the 
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cause of freedom in Vietnam, just as it did in 
Eastern Europe and the former Soviet Union.” 
In doing so, Clinton confirmed what VCP con- 
servatives had argued all along—that the United 
States would try to use normalization and 
“peaceful evolution” as a means of undermining 
the party's political control. 

Nevertheless, contacts are proliferating. The 
2008 Bush-Dung joint statement noted the need 
for “strengthening senior-level dialogue” and 
endorsed “the creation of new political-military 
and policy planning talks, which will allow for 
more frequent and in-depth discussions on secu- 
rity and strategic issues.” 

Since 2000, the US secretaries of state and 
defense and other cabinet-level officials have 
exchanged visits with their Vietnamese equiva- 
lents in Hanoi and Washington. US Navy vessels 
have since 2000 made port calls in Ho Chi Minh 
City, Hai Phong, and Da Nang. Officers of the US 
Pacific Command staff routinely exchange visits 
with their Vietnamese counterparts in Hanoi and 
Honolulu. US international arms traffic regu- 
lations regarding Vietnam have been modified 
to allow licenses for trade in.certain nonlethal 
defense items and services. 
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The Vietnamese military establishment has 
a long history of cooperation and training with 
the Soviet Union, and later Russia. Vietnam has 
agreed to purchase from Russia six Kilo-class sub- 
marines and twelve Su-30MK2 fighter jets, and 
already possesses a lot of less-modern Russian 
equipment. Among Vietnamese there is a residual 
sense of gratitude for Russian assistance during 
the war—as well as a deep-seated distrust of the 
US military and suspicion of “peaceful evolution.” 
The US side in all military-to-military matters 
must take into account such sentiments, even 
though the sentiments themselves may be abating 
as the perceived military threat from China shows 
no signs of diminishing. 

Vietnam has had 2,000 years of experience 
dealing with China and is a master of the “politics 
of asymmetry.” University of Virginia political sci- 
entist Brantly Womack makes the essential point: 
“China is far more powerful than Vietnam, but it 
cannot easily force Vietnam to do what it wants 
simply because Vietnam's motive for survival will 
surely be stronger than China’s motive for domi- 
nation.” Vietnam, a large and clever “poisoned 
shrimp,” would be hard to digest. 


TOUGH LEGACIES 

Issues created by the Vietnam War continue to 
influence relations between the United States and 
Vietnam. One obvious legacy is POW/MIAs, but 
another is the presence in the United States of a 
Vietnamese-American community, now in its sec- 


ond generation. Most in the community—certain-. 


ly the younger generation, raised and educated 
in America and speaking English as a first lan- 
guage—feel robustly American. The community is 
2 million strong and increasingly prosperous, and 
it plays an influential role in the bilateral relation- 
ship. Indeed, remittances to Vietnam total over $2 
billion per year officially, and in reality.might be 
two or three times that amount. 

A vocal minority of Vietnamese-Americans 
have the ear of Congress on human rights and 
religious freedom. They are highly critical of the 
Hanoi regime and call for an end to Vietnam's one- 
party system. Meanwhile, the Vietnamese govern- 
ment has accused some Protestant groups in the 
Central Highlands of accepting external support 
to engage in “international terrorism.” The major- 
ity of Vietnamese-Americans have no: interest 
in refighting the war. Nonetheless, Vietnamese- 
Americans as a whole remain attentive to what 
goes on across the Pacific. 


Another legacy issue is Agent Orange, the 
air-sprayed defoliant containing dioxin that was 
used during the war in areas thought to be har- 
boring Vietcong insurgents or units of the North 
Vietnamese army. Agent Orange, long neglected in 
the evolution of bilateral relations because of the 
Vietnamese government’s concerns about jeopar- 
dizing the normalization process, has become a 
contentious issue. Vietnamese public awareness of 
it has grown, and US scientific and humanitarian 
groups are exerting pressure on Washington to 
take remedial actions: 

As a result, the Agent Orange problem is now 
receiving serious attention. In 2007, Congress 
appropriated $3 million for “environmental reme- 
diation and health projects” in “hot spots”. of 
environmental degradation such as the Da Nang 
airfield. That. same year the Ford Foundation 
created a bilateral commission, the US-Vietnam 
Dialogue Group on Agent Orange/Dioxin, to 
move discussions forward. 

Dealing with legacy issues has become part 
of the fabric of normal diplomatic intercourse. 
Search missions for POW/MIAs, and related infor- 
mation exchanges, take place regularly. The 
recently reopened Orderly Departure Program 
addresses settlement in the United States of 
Vietnamese families separated by the war. In 
fact, incremental progress on legacy issues has 
contributed much to the maturation of the larger 
bilateral relationship. 

Vietnamese society has developed along 
a track very dissimilar from America’s. The 
Vietnamese honor Confucianism and cherish 
a vivid revolutionary past that has reckoned 
with threats from larger foreign powers—China, 
France, the United States. “Struggle” is deeply 
engrained in the Vietnamese psyche. Vietnamese 
society values a strong authority structure built 
around discipline and the primacy of the group 
over the individual. Although Marxism has been 
largely discarded, a pronounced Leninist cast to 
Vietnamese political life remains. The regime 
places the need for stability at the top of its pri- 
ority list. None of these tendencies will vanish 
overnight. 

Religious freedom and, in a larger sense, human 
rights as people in the West conceive of them— 
freedom of expression, assembly, and religious 
practice—have put the US and Vietnamese govern- 
ments at odds since well before formal relations 
began. It is worth noting that Vietnams 1992 
constitution states that “the citizen shall enjoy 


freedom of opinion and speech, freedom of the 
press, the right to be informed, and the right to 
assemble, form associations, and hold demonstra- 
tions in accordance with the provisions of the law” 
(emphasis added). The problem from the Western 
perspective, of course, is that the application of 
criminal law in Vietnam is quite often abusive, 
unjust, and designed primarily to protect the 
power of the VCP. 


CHURCH AND STATE 

Issues of civilian and religious freedoms merge 
when religious practice takes on a political charac- 
ter. This occurs in public demonstrations, “incite- 
ment” from the pulpit, forced renunciation of 
individuals’ religious beliefs, or, in the case of the 
Catholic Church, disputes over real estate. The 
government recognizes only the Vietnam Buddhist 
Church and has attempted to suppress, sometimes 
violently, the Unified Buddhist ‘Church, a church 
that existed mainly in the south before 1975 and 
that remains active. 

The governments repressive actions are a 
prime source of irrita- 
tion among members of 
the US Congress and 
human rights groups. 
In 2004, the Bush 
administration placed 





Although the new relationship strengthens 
America’s strategic position in Southeast 
Asia, this is not a marriage made in heaven. 
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ments in its human rights record, at least as far 
as religious tolerance is concerned, and when 
compared with states still on the “countries of 
particular concern” list (China, Burma, Iran, and 
Pakistan, among others). 

In early 2007, after Vietnam’s accession to the 
WTO, its security forces carried out a particu- 
larly brutal program of repression against dis- 
sident figures. A broad crackdown was instituted 
against individuals who had spoken out in favor 
of political liberalism or pluralism, including 
most prominently “Bloc 8406,” a diverse group 
of professionals—lawyers, medical doctors, army 
veterans, religious figures—who had signed an 
“Appeal for Freedom of Political Association.” 
After these events, the cancellation of a planned 
visit to Washington by President Nguyen Minh 
Triet was only narrowly averted. 

In 2008, Vietnamese security forces launched 
a harsh campaign to further repress an already 
tightly controlled media. Whatever glimmers of 
objective or investigative reporting that exist- 
ed previously in relatively liberal newspapers 
have disappeared. 
Severe restrictions 
have been placed on 
internet access and the 
blogosphere. In early 
2010, four democracy 





Vietnam on its list of 
“countries of particular l 
concern” over human rights violations. But in 
2006, over the objections of the US Commission 
on International Religious Freedom, the admin- 
istration removed Vietnam from the list. This 
move recognized progress in Vietnam—the US 
Department of State has noted that Vietnamese 
who are religious can generally attend their 
chosen place of worship, whether Christian or 
Buddhist—but it was also an imperative condition 
allowing Bush to visit Hanoi. 

During each session of Congress in recent 
years, legislation has been introduced to penal- 
ize Vietnam for abuses of religious or political 
rights. The most prominent bill is the Vietnam 
Human Rights Act of 2007, which would freeze 
non-humanitarian aid to Vietnam unless the gov- 
ernment enacts certain changes in human rights 
policies and ceases abuse of dissidents. The House 
of Representatives has passed the bill, but to date 
the Senate has taken no action. 

On the other hand, many observers believe 
Vietnam has been making incremental improve- 





activists, including 
a prominent human 
rights lawyer, were sentenced to long prison 
terms. Many other individuals who have open- 
ly expressed criticism of the government are 
already in jail. . 

Despite the US business community’s growing 
interest in investment and trade opportunities, it 
is safe to predict that religious freedom and civil 
rights will remain important factors in relations 
between America and Vietnam. 


HOW FAR? 

For many of us who worked in South Vietnam 
during the war and who today enjoy good rela- 
tions with Vietnamese who worked diligently 
and at great sacrifice for the communist victory 
in 1975, the new relationship with Vietnam has 
a-poignant and bittersweet quality. At the same 
time, we can never forget the painful sacrifices of 
the Vietnamese whom the United States supported 
in a losing cause during the long war. 

So how far can the US-Vietnam relationship 
go? What are the parameters of the possible? It 
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is hazardous to predict Vietnam's future, but the 
essential elements of America’s relationship with 
Vietnam are now quite well established, and it 
seems reasonable to offer a few suggestions about 
potential developments. 

The year 2010 will be an intensely political one 
for Vietnam, ahead of a January 2011 Communist 
Party Congress and National Assembly elections 
to follow soon thereafter. The legitimacy of the 
Vietnamese government and the VCP is based 
largely on the performance of the Vietnamese 
economy. Yet corruption is deeply embedded in 
the system, and the VCP is at the heart of the 
problem. The party’s top leadership cannot escape 
popular anger on this count. With political oppo- 
sition forbidden, there is only the VCP to blame if 
things go wrong. 

Thus, Dung’s reappointment as prime minis- 
ter is not automatic. In fact, we have no way to 
know the composition or inclinations of a future 
VCP Politburo. But whatever happens next year 
in Vietnam’s political affairs, one thing is certain: 
It is not the United States’ problem. America is 
no longer in the business of regime change in 
Vietnam. 

Regardless of who is in power, Vietnam will 
probably remain for the foreseeable future a single- 
party, tightly controlled state under the VCP. Yet, 
normalization has brought relations to the point 
that Washington can deal in a businesslike fashion 
with whoever controls the government in Hanoi. 
What matters for the United States’ long-range 
strategic interest is that Vietnam—as a country— 
succeeds, and that it does not descend into an 
economic depression, or worse. 

Beyond the obvious long-term utility of main- 
taining and deepening the strategic dialogue, 
the United States shares other significant inter- 
ests with Vietnam. Trade and investment remain 
essential, and both countries are constantly look- 
ing for ways to enhance this aspect of the rela- 
tionship. But US and Vietnamese officials also 
discuss sensitive issues such as: coordination of 
information on international terrorism; measures 
to curb the illegal flow of narcotics and the traf- 
ficking of people; ways to combat environmental 
degradation, especially in the Mekong delta; and 
how to mitigate the harmful regional impact of 
unrestricted dam-building on the Mekong River. 
Meanwhile, hundreds of American nongovern- 
mental organizations operate on the ground in 
Vietnam in a wide variety of humanitarian and 
civil society activities. 


One could make the case that US-Vietnam rela- 
tions are now about as normal as anyone could 
expect. To be sure, there is another side to the 
relationship. Vietnam has formed a bloc with 
Cambodia, Laos, and Myanmar that makes it 
very difficult to place any ASEAN constraints on 
Myanmar’s junta. Vietnam maintains good rela- 
tions with Cuba, Venezuela, and North Korea, 
all of which are antagonistic to the United States. 
And the communist parties of China and Vietnam, 
despite acute national differences, are united 
in their determination to oppose pluralism and 
“peaceful evolution.” None of this should griev- 
ously damage the US-Vietnam relationship—the 
countries have reached the point that they can 
agree to disagree. 

Vietnam learned a lot during its recent two-year 
term as a member of the United Nations Security 
Council. The country has just assumed the chair- 
manship of ASEAN, and has the opportunity to 
assert its leadership in a constructive fashion. 
Obviously, Myanmar will be high on the list of 
tough problems facing Hanoi. It will be interesting 
to see what role Vietnam chooses to play. 


STRANGE WARMTH 

For the United States, the key to sustaining 
the strategic relationship with Vietnam is to pro- 
ceed in a manner that does not cause China to 
believe that an American-Vietnamese plot threat- 
ens China’s national security. China will always 
be more important to Vietnam than is the United 
States—and China will always be more important 
to the United States than is Vietnam. 

That said, the United States should, for instance, 
pursue its military-to-military dialogue with 
Vietnam as actively as the situation permits. As of 
early 2010, such dialogue appears to have hit a pla- 
teau. When the United States in 2003 was seeking 
partners in its war with Iraq, a senior Vietnamese 
diplomat observed that “Vietnam's vital interest is a 
peaceful environment for economic development. 
If this arrangement is in the mutual strategic inter- 
est of Vietnam and the United States, we will go 
along. If the United States says, ‘You are either for 
us or against us,’ then we will not go along.” This 
view would seem to be a sound cautionary prin- 
ciple for Americans to bear in mind in building the 
strategic relationship. 

Human rights advocacy and pressure exerted 
through Congress are legitimate representations 
of American principles and, if carefully used, can 
serve as a lever to advance US human rights policy. 


`» An active human rights lobby that has access to ~ 


Congress is a fact of life—but one that must be 
_managed skillfully. The United States and Vietnam 
have resumed their human rights dialogue, and 
this is important. Nonetheless, the bilateral rela- 
tionship should not be held hostage to human 
rights concerns. It would be an error to penal- 
ize Vietnam by placing restrictions on economic 
assistance or taking other steps that would dam- 
age commerce or the countrys economic devel- 
opment. Such a move by Congress would give 
valuable ammunition to those in Vietnam who 
oppose bilateral cooperation. 

` Finally, it is in the realm of education that 


the United States has the greatest, opportunity . 


to build a positive, durable relationship between 
the Vietnamese and American peoples, and hope- 
fully between the two governments. The Fulbright 
program, the Vietnam Education Foundation, 
and private foundations (Ford, Luce, and Gates, 
for example), along with a. host of individual 
universities, are’ working to’ train ‘thousands of 
Vietnamese students in the United States or in 
Vietnam itself. More than 13,000 Vietnamese now 
study in the United States, the majority in four- 
year universities. 

During Prime Minister Dung’s June 2008 visit 
to Washington, a bilateral task force on educa- 
tion was created, and the green light was given 
for an extraordinary joint effort to map out broad 
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changes in the Vietnamese tertiary education . 
system. The task force in September 2009 issued 
a report. It lays out daunting problems that face 
expanded cooperation between Vietnamese and 
American institutions, not the least of which is 
the influence that the VCP holds over institutions 
of higher learning and on the ability of students 
to do independent research. 

If increased cooperation with American edu- 
cators is to be achieved, Vietnamese institutions 
must be able to operate with greater autonomy, 
accountability, and transparency. US institutions 
of higher education will not invest unless there 
is a. reasonable assurance of a mutually ben- 
eficial’ partnership—which depends on a genuine 
Vietnamese commitment to reform and a some- 
what greater degree. of openness in the society. 

Yet, despite the magnitude of such problems, 
this is an effort that America’s government and 
higher education institutions ought to undertake 
in cooperation with the Vietnamese. Fortunately, 
both sides appear increasingly aware of the poten- 
tial upside. Despite the legacy of war and pro- 
found differences in official perspectives, a strange 
warmth between the two societies has emerged. 
A modernized, highly educated Vietnam with a 
population that has intellectual space to improve 
further will be a friend of the United States and 
a positive force contributing to the stability of 
Southeast Asia. | E 





What if Pakistanis Strike India Again? 


SUMIT GANGULY 


n November 2008, Muslim terrorists staged 
IÈ series of shooting and bombing attacks 

“in Mumbai, India’s largest city. At least 173 
people died; more than 300 wére wounded. One 
of the perpetrators, captured alive, told authori- 
ties ‘that the attackers were members of Lashkar- 
e-Taiba, a Pakistan-based militant Islamist group. 

At the timé, India responded with restraint, 
deciding not to mount a military counterstrike. 
But how might India react’ to another Mumbai- 
style attack or series of attacks? The question is 
not of mere academic import. l 

Memories of the’ 2008 killings have started to 
dissipate in the Western world. Tourists, who fled 
India in the immediate aftermath of the attack, 
have now begun heading back to the country in 
general and Mumbai in particular. Even India’s 
own citizens, including most residents of Mumbai, 
seem to have shrugged off the horror that gripped 
them for days after the attacks. 

On New Years Eve last year, I detected few if 
any signs of anxiety in the city. Major hotels were 
close to full capacity. The holiday revelers stay- 
ing in the hotels appeared utterly oblivious to 
danger, beyond that posed by the city’s typically 
frenetic traffic. Admittedly, the police presence 
at Mumbai's major intersections was more visible 
than it had once been. The fancier hotels were 
equipped with metal detectors, and had hired 
private security personnel to check cars for explo- 
sives or weaponry. 

But the city’s well-heeled class evinced no pub- 
lic signs of nervousness. Bejeweled young women 
seemed to care most about their attire on that 
balmy night; the men accompanying them stole 
furtive glances at their own reflections to ensure 
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that they were suitably coiffed; and waiters and 
doormen were at their obsequious best’in the 
hope of obtaining good tips. 

‘The carefree outlook of the city’s affluent not- 
withstanding, the possibility of another attack on 
one of India’s major cities, or against its airlines, 
still looms large. The reason that this danger 
persists is not hard to identify. The government 
of Pakistani President Asif Ali Zardari—beyond 
making some minor, cosmetic gestures, including 
the brief arrest of Hafiz Muhammad Saeed, the 
mastermind of Lashkar-e-Taiba (now renamed 
Jamaat-ud-Dawa)—has done pitiably little to dis- 
mantle the infrastructure of the terrorist group 
that launched the attack. 

On the contrary, conditions remain such that 
in January 2010, Indian authorities'issued a pub- 
lic terror alert and bolstered security at all of the 


- country’s major airports. In the event, no attack 
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materialized and the month passed without inci- 
dent. But the threat is still very real. 


THE “COLD START” PLAN . 

Even before the 2008 attack, India had been 
seeking to fashion a military strategy for respond- 
ing to a Pakistani terrorist assault—in fact, the 
quest for such a strategy had begun shortly after a 
terrorist attack on India’s parliament on December 
13, 2001. The resulting doctrine, referred to as 
“Cold Start,” called for a concerted, swift, military 
response. It also involved the pre-positioning of 
men and equipment at key points near the Indo- 
Pakistani border to enable Indian military authori- 
ties to act with speed and decisiveness. 

Although this doctrine was already in place 
when Mumbai was attacked, it was not put into 
operation. Most likely, India failed to utilize the 
strategy for two compelling reasons. First, the 
national and state governments were caught 
completely off guard by the terrorist assault. As 
a consequence, all their energies were focused 
on coping with the immediate crisis. Second, 
by the time the origins of the terrorists became . 
clear, the element of surprise was lost. There 


is. little question that Pakistani forces were on 
alert and an Indian strike would have met stiff 
resistance. 

. In the wake of the events in Mumbai, India 
‘has bolstered its counterterrorism. capabilities. 
It has enhanced surveillance of its lengthy and 
hitherto poorly patrolled coastline. And it is in 
the process of creating a national counterter- 
rorism center. Nevertheless, given the zeal and 
_ determination of some Pakistan-based terrorist 
organizations, these steps, though appropriate 
-and necessary, may simply not be enough to pre- 
vent another attack. 

So how might India respond next time? Despite 
the sangfroid-displayed by Mumbai's wealthy and 
comfortable last New Years Eve, most Indians 
would find it beyond their tolerance if another 
attack could be traced back to Pakistan. 

Would the national government again muster 
the restraint that it has displayed in the past? 
Would Prime Minister Manmohan Singh,. who is 
the architect of a strategy-of reconciliation with 


Pakistan, stand fast against precipitate action in. 


the face of widespread demands for rétaliation, 
which would certainly and immediately follow an 
attack? Confronted with an onslaught of public 
. sentiment calling for a vigorous response, what 
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might Singh's government do, and what might fol- 
low from Indian military action? 

Among the least likely scenarios is that India 
would mount a nuclear attack. But equally unlike- 
ly is that India would do nothing. Indeed, the pres- 
sure to engage in some form of military retaliation 
would probably prove irresistible. Diplomatic 
exhortations and démarches, after all, have already 
been tried, with too little visible effect, and mere 
public condemnation barely seems an adequate 
response. Although it is difficult to make any firm 
predictions on this subject, India would more 
than likely grasp the nettle: 


TARGET: KASHMIR? 

Most Indian strategists realize that a limited 
attack on Pakistani territory is unlikely to elimi- 
nate the terrorist menace. Yet the government may 
well be forced to undertake some action merely to 
publicly demonstrate its resolve. Since Pakistani 
leaders insist that the segment of Kashmir under 
their administration is formally independent, 
India might decide to strike at targets in that area. 
Compared to a mission aimed at the Pakistani 
heartland, which. would threaten that: state’s ter- 
ritorial integrity, the military consequences of a 
strike in Kashmir might well be limited. 
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Such a strike would serve,more than one pur- 


pose. It would help. pacify an enraged domestic 
audience clamoring, for military action. It would 
enable:the government to quell strident criticism 
from right-wing members of the opposition. At 
another level, it would send a clear message to the 
Pakistani military and intelligence establishments 
that India’s forbearance, though conoid ereD ey is 
not limitless. 

That.said, even such a limited military oik 
would not be entirely free of costs. The security 
apparatus in Pakistan would immediately swing 
into high gear to portray. the country: as the blame- 
less victim of wanton Indian aggression. Pliant 
and unscrupulous elements in the Pakistani press 
would be duly mobilized to depict India’s actions as 
reckless perfidy. In turn, much of Pakistan’s atten- 
tive public, especially those who are unremittingly 
hostile toward ‘India anyway, would immediately 
rally around the flag. Most important, India might 
face a retaliatory military response from Pakistan. 

The fear of generating an outpouring of chau- 
vinist sentiment and.a concomitant escalatory 
spiral has had, so far, an inhibiting effect.on 
India’s willingness to resort to force. However, that 
fear should not act as a permanent constraint on 
Indian military choices when the country’is faced 
with the continuing specter of terrorism emanat- 
ing from Pakistan—whether the terrorism is state- 
sponsored or state-tolerated. 


THE NUCLEAR QUESTION 


What would happen if, in response to an Indian 


military attack, Pakistan threatened to escalate the’ 
conflict to the nuclear level? This prospect has long _ 


been the nightmare of many US strategic’ analysts. 


However, the actual significance,.of a Pakistani ` 


nuclear threat may be quite limited. At most, such a 
‘threat might inhibit India from carrying out further 
military operations against Pakistan, But, contrary 
to much popular opinion, it would not likely lead 


to a nuclear exchange. Pakistan's politico- -military ` 
‘leadership is astute enough to realize that any’ 


nuclear strike on India would provoke overwhelm- 
ing retaliation arid effectively finish Pakistan as a 
viable political entity. 

The real question is whether limited, non- 
nuclear, -calibrated Indian strikes against a set 


-of. well-defined targets in Pakistan-administered 


Kashmir would induce the Pakistani state to end 


its deadly embrace—or tolerance—of a host of 


terrorist organizations that have nested in that 
country. Chances are, they would not. However, 
an Indian failure to respond decisively would vir- 
tually guarantee future terrorist attacks. 

An Indian military response would create a 
serious policy dilemma for the: United States.’ 
Substantial evidence linking a terrorist attack 
to Pakistani soil would make it difficult for 
Washington to urge restraint on India’s policy 
makers. But the thornier policy conundrum fac- 
ing the United States would involve addressing 
Pakistan's links with: terrorists. Sadly, the admin- ` 
istration of George W. Bush never mustered suf- ` 
ficient: gumption to confront Pakistan over its 


. organic.ties to Islamist militants. 


The Barack Obama administration has displayed 


- only slightly greater fortitude in this matter. To be 


sure, the head of Pakistan’s army, General Ashfaq 
Parvez Kayani, has at America’s urging reluctantly 
taken on elements of the Taliban. In February, US 
and Pakistani intelligence forces succeeded in cap- 
turing the Taliban’s military chief, Mullah Abdul 
Ghani Baradar. Nevertheless, it is far from clear ` 
that .Pakistan’s government has done anything to 


` rein in the Jamaat-ud-Dawa and its leader, Saeed, 


who just recently addressed a massive anti-Indian 
rally outside Lahore. 

A bombing on February 13 in a café in Pune, 
in western Maharashtra, killed 11 and served as 
a reminder that Indians remain vulnerable to ter- 
rorism. Unless-a significant change in American 
policy is soon in the offing, the United States may 
find itself bereft of any meaningful options if and 
when new attacks are committed by Pakistanis on 
Indian soil. E 





At the Cemetery Gates? 


WILLIAM W. FINAN JR. 


= lexander the Great was stopped there. 
ra A Khan and Tamerlane too. The 

: British, rulers of neighboring India, never 
gained control of the country. The Soviet Union 
famously spent 10 years trying—and failing—to 
pacify the Afghans, killing nearly | ‘million of 
them, and in the process further weakening. their 
own brittle and’ faltering political system. 
_ Now,’ since October 2001, the United States 
has been engaged in Afghanistan. Although the 
Americans, like the Soviets, 
quickly gained ‘control of the . 
center of the country, they 
have, nearly nine years later, 
not been able to claim “vic- 
tory.” 

Of course, the United States came to 
Afghanistan not to conquer and rule, but to oust 


Norton, 2009. 


In the Graveyard of Empires: 
' America’s War in Afghanistan 
by Seth G. Jones. 


ered that strong-arm tactics to suppress guerrilla 
attacks, combined with a security vacuum in the 
countryside, led to even more guerrilla attacks. 
The Americans, blinded to the true nature 
of the mujahideen by their own anticommu- 
nist fervor, aggressively armed the resistance. 
Washington assumed that the jihadists’ Sunni ` 
fundamentalism, unlike the revolutionary Shiism 
seen in Iran, posed no threat to the United States 
or the West. The error of that assumption became 
' “clear on September 11, 2001. 
“Jones displays no interest 
in' replaying the politics sur- 
-rounding that grave strategic 
blunder. He instead focuses 
on a lesson wrongly “learned” 


` by the US military. from the Soviet episode in 


an enemy power and install an allied govern- ` 


ment. Even so, it does not seem unreasonable to 
ponder—as Seth Jones, an analyst with the Rand 
Corporation, has done in a new book—whether 
the Americans’ intervention may’ meet a fate 
similar to those of other great powers. 


SOVIET HISTORY LESSON 

_ Jones begins with a shorthistory of Afghanistan 
that provides a taste of past imperial exploits and 
their inglorious ends. His discussion of the years 
between the 1979 Soviet invasion and the 2001 US 
invasion is somewhat schematic—he or his editor 
apparently worried about bogging readers down 
in a quagmire of various places, persons, and 
ethnic groups. But the thrust is clear: Afghans, 
never fully governed from the center despite a 

_ lengthy period of monarchy, suffered greatly after 
an indigenous communist coup and the Soviet 
invasion. 

The story of the Soviet years provides in Jones's 
telling a lesson on how not to occupy a coun- 
try, especially one as mountainous, xenophobic, 
and militant as Afghanistan. The Soviets discov- 
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Afghanistan. The conventional wisdom holds that 
the Soviets were defeated because they tried to 
apply a heavy “footprint”—that is, massive troop 
concentrations and armor—when what was need- 
ed was a mobile, lightly armed force that could 
move quickly and decisively to defeat the enemy. 

But, according to Jones, the Soviet Union did 
maintain a light footprint in Afghanistan, with 
only a relatively small force on the ground. The 
Soviets’ error, he suggests, was to use conven- 
tional tactics and weaponry’ against a guerrilla 
insurgency. Bombarding and depopulating vil- 
lages with armor and airpower do not win over a 
population—or even, in the case of the Afghans, 
demoralize it. 


THE FORGOTTEN WAR 

Although this latter lesson is one the United 
States did understand, its belief in the efficacy of 
the light footprint, along with a disdain for nation 
building, would prove major flaws in Afghanistan 
(as well as in Iraq). In the Graveyard of Empires 
shows, clearly and analytically, how the adminis- 
tration of George W. Bush nearly managed to lose 
Afghanistan after having put in place most of the 
elements—including the right people—that might 
have ensured a win. 
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Jones’s account of the US involvement in’ 


Afghanistan since 2001 is anything but schematic: 
It is a masterful mix of narrative, reportage, and 
analysis. After a somewhat hurried account of 
both the invasion (the wrong word, it seems, in 
light of the small number of US personnel, military 


and nonmilitary, required to topple the Taliban 


government) and the ensuing battle of Tora Bora 
(during which Al Qaeda's leadership was allowed 
to escape), Jones gets down to dissecting the 
strategies employed in Afghanistan by the United 
States and the’ international community from 
2002 to early 2009. 

Although the light footprint did serve to remove 
the Taliban from power, it had little utility when 
post-invasion security became the paramount 
issue. In illuminating this deficiency, Jones vividly 
captures a critical debate in Washington between 
Secretary of State Colin’ Powell and Secretary 
of Defense Donald Rumsfeld. Rumsfeld and his 
deputies firmly opposed: anything that smacked 
of nation building, which they associated with 
the Bill Clinton administration and its efforts in 
Somalia, Haiti, Bosnia, and Kosovo. Afghanistan 


would be left to create its own national institu- - 


tions and provide its own security. (It is not clear 
whether this line of thinking was motivated by 
ideology or by a desire to invade Iraq.) 

Powell, a traditionalist, argued for a much larger 
military presence and for funding to rebuild the 
country. His position, as we know, lost out. Thus, in 
2002, 8,000 US troops, along with 4,000 members 


of the NATO-led International Security ‘Assistance , 


Force; formed the security nucleus for the entire 


country of Afghanistan. Rumsfeld ‘believed that- 


` this small force, deployed in urban ‘areas, would 
ensure that the United States did not replicate the 
Soviet mistake of alienating rural Afghans. 

Jones writes that the choice of Zalmay Khalilzad 
as ambassador to Afghanistan until 2005, when he 
was he was named US ambassador to Iraq, was 


instrumental in keeping the country in some 
semblance of balance. Khalilzad, a native of 


_ Afghanistan, worked with the government in 


Kabul and the international community to engage 
in incipient nation building even if it was not 
given the name. But the effort. was not enough, 
especially in the countryside. 

Thus, it was the war in Iraq, Jones argues per- 
suasively, that put Afghanistan on the course on 
which it remains today. Iraq was proclaimed the. 
central front in the war on terror. It was no such 
thing, and never has béen. But expertise, troops, 


_ money, and national focus were all shifted there. 


` The Bush. administration’s light- -footprint 
strategy relied on warlords to provide secu- 
rity—but their petty power feuds and criminal 
enterprises left rural Afghans open to the newly 
resurgent Taliban's offers of security. As Pakistan 
resuscitated the Taliban and afforded them safe 
haven, the stage was set for the violent chaos in 
Afghanistan that Barack Obama’ inherited when 
he took office. 


How WILL IT END? 
Jones offers a scenario for a better future. 
It features an‘end to the corruption that has 


_crippléd the Afghan government and an end to 


Pakistan’s tolerance and support of the Taliban. 
But for this scenario to be realized; extraor- 
dinary effort and luck will be required—even 
with the increased attention and resources that 
Washington is now providing. i 

Chances for success may appear slightly bet- 
ter now, amid talk of trying to reach a negotiated 
settlement. But any optimism is tempered ‘by 
the somber way in which Jones's book ends. He 
describes a military’ graveyard outside Kabul. It 
contains both the remains of nineteenth-century 
Britis soldiers and a memorial bearing the 
names of American’and other’ troops killed in 
Afghanistans latest war. | 
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INTERNATIONAL 


Climate change 


Feb. 1—In accordance with an agreement reached at the inter- 
national conference on climate change held in Copenhagen 
in December 2009, major nations from both the developed: 
and developing worlds submit to the UN Framework Con- 
vention on Climate Change formal plans for containing their 
emissions of greenhouse gases. The filings mark the 1st time 
that major developing nations have formalized their national 
climate goals. 


European Union 


Feb. 11—At a Brussels summit EU leaders pledge, if necessary, 
to backstop troubled Greek sovereign debt in order to support 
the common currency of 16 EU nations, the euro. The euro has 
come under pressure in international markets as Athens has 
appeared increasingly unable to fulfill its debt obligations. The 
EU leaders, led by Germany, offer no immediate aid to Greece, 
instead calling on Athens to institute fiscal austerity measures. 


AFGHANISTAN 


Feb. 13—About 6,000 troops representing the US, Britain, and the 

> Afghan government initiate an-assault on the Taliban stronghold 
of Marja, intending 1st to dislodge militants from the area and 
then to win over the civilian population through improvements 
in security and expansion of economic opportunity. A similar 
effort is envisioned for the city of Kandahar, in the Taliban heart- 
land, later in the year. It is hoped that these military and devel- 
opment initiatives will be accompanied by growth in Afghan 
state capacity, which could eventually allow foreign forces to 
reduce their presence in the country. 


CHINA 


Feb, 12—Placing increased reserve requirements on banks, 
China’s central bank moves to rein in economic growth. The 
country’s gross domestic product is expected to grow by 10% 
to 12% this year, a level that has stirred inflation concerns 
among China's economic planners, particularly regarding asset 
price appreciation. 


COSTA RICA 


Feb. 7—Laura Chinchilla, a former minister of justice, wins a 
presidential election, gaining 47% of the vote in a 3-way race. 
Chinchilla, who will become the country’s Ist female president, 
is expected to continue the open-market economic policies of 
the current president, Oscar Arias; to pursue center-left initia- 
tives in welfare matters; and to take a conservative stance on 
crime and social issues. 


INDIA 


Feb. 25—Meeting in New Delhi, the foreign secretaries of India 
and Pakistan discuss terrorism, Kashmir, and water issues. India 
had broken off formal talks between the 2 nuclear-armed coun- 
tries after a November 2008 terrorist assault in Mumbai, which 
was reportedly planned by radicals based in Pakistan. 
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IRAN 


Feb. 10—The US Treasury Department places sanctions on 4 com- 
panies connected to Iran's Islamic Revolutionary Guards Corps, 
which is seen as playing a key role in the country’ alleged 
programs to develop nuclear weapons. The sanctions follow an 
announcement days earlier by Iran that it plans to begin enrich- 
ing uranium into a form closer to that which can be used in 
nuclear weapons. 


IRAQ 


Feb. 13—The country’ electoral commission rules on an appeal by 
171 candidates against a January decision that barred them from 
standing for office in March parliamentary elections. The com- 
mission says that 26 of the candidates may participate but the 
balance may not. Among the 515 candidates originally excluded 
from the election—most of whom did not appeal the January . 
ruling—some were Shiites, but most were Sunnis prohibited ` 
from runnihg for office purportedly because of their ties to the 
Baath Party of former Iraqi President Saddam Hussein. The elec- 
toral commission’ decision is seen as potentially damaging to 
the legitimacy of the parliamentary elections. 


IVORY COAST 


Feb. 23—Two weeks after President Laurent Gbagbo dissolved the 
country’s government and disbanded its electoral commission, 
and after the deaths of at least 7 people in political violence, 
Prime Minister Guillaume Soro announces the formation of a 
new government containing opposition representatives. Ivory 
Coast has cancelled presidential elections every year since 2005. 


NETHERLANDS 


Feb. 20—The Dutch government collapses when the Labor 
Party withdraws from it because of Prime Minister Jan Peter 
Balkenende’ attempts to extend the deployment in Afghanistan 
of 2,000 Dutch troops beyond their scheduled departure date 
in August. The governments collapse virtually guarantees that 
the Dutch troops will return home by the end of the year, and 
it provokes fears in Washington that additional European coun- 
tries may end their military involvement in Afghanistan. 


NIGER 


Feb, 18—A military junta stages a successful coup against the 
countrys unpopular president, Mamadou Tandja. The coup is 
reportedly met with relief by many citizens of Niger. Within 
days, leaders of the coup tell foreign diplomats that they intend 
to restore democracy,.but they do not say when or how. 


NIGERIA 

Feb. 9—Nigeria’s National Assembly elevates Vice President Good- 
luck Jonathan to the role of acting president. The action is taken 
because President Umaru Yar'Adua in November traveled to 
Saudi Arabia to receive medical treatment and has not returned. 

Feb. 23—Yar’Adua returns, but a spokesman indicates he will 
not soon attempt to fulfill the duties of his office because his 
health remains poor. Speculation abounds that his return was 
engineered by figures close to the president whose own power 
depends on his. 
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PAKISTAN ' ro ; 

Feb. 15—The US media report that Mullah Abdul Ghani Baradar, 
the military commander of the Afghan Taliban and the number 
2 figure in the organization, has been captured in the Pakistani 
city of Karachi during a joint operation by Pakistani and US ‘ 
forces. Days later, Afghan officials say that 2 additional senior 
Taliban figures have been captured in Pakistan. The arrests seem 
to demonstrate increased Pakistani cooperation with US efforts” 
to pursue and isolate the Taliban. 


4 


SRI LANKA | 

Feb. 8—Sarath Fonseka, the former military commander who 
in 2009 led to a successful conclusion Sri Lanka's fight 
against Tamil separatists, is arrested following a January pres- 
idential election in which he lost to the incumbent president, 
Mahinda Rajapaksa. The government claims that Fonseka’s 
arrest stems from his actions while military commander’and 
is not related to the election. The next day, Rajapaksa dis- 
solves parliament; opening the way for new legislative elec- 
tions. These events prompt concerns about the future of Sri 
Lankan democracy. ; 


SUDAN ` 

Feb. 9—President Idriss Déby of Chad, making a'surprise visit to 
Sudan, meets with Sudanese President Omar Hassan al-Bashir. 
The leaders agree to end proxy wars in which each has sup- 
ported rebel groups based on the others territory. They also 
agree to cooperate on development projects along the 2 coun- 
tries’ border. 

Feb. 20—The Sudanese government signs a preliminary peace . 

, agreement with the most powerful rebel group operating in the 


& E 
western region of Darfur. Widescale violence has afflicted the 
region for years. ` 


; TURKEY. 


Feb. 23—Over 2 days, 20 military officers are arrested in connection 
with an alleged 2003 plot to overthrow the government. The plot, 
which was never implemented, is said to have involved sowing , 
chaos through a secret campaign of violence against civilian tar- 
gets. The arrests shake Turkeys political foundations because the - 
deeply secular military has long been the most powerful institu 
tion in a country now governed by a moderate Islamic party. 


UKRAINE | ! 


Feb. 7—In a runoff presidential election, former Prime Minister 
Viktor Yanukovich ‘defeats Prime Minister Yulia Tymoshenko by 
less'than half a percentage point. Yanukovich says he will con- 
centrate his efforts as president on addressing the nation’s debt 
and on improving relations with the EU and Russia. 


UNITED STATES 

Feb. 5—The Labor Department reports that the ‘nation's economy 
in January lost 20,000 jobs, a number many see as encouraging 
for. the country’s recovery from recession. However, the depart- 
ment also revises upward its estimate of December 2009 job 
losses to 150,000, from an earlier 85,000. 

Feb. 18—Over Chinese objections, President Barack Obama meets 
at the White House ‘with exiled Tibetan spiritual leader the 
Dalai Lama. Observers say the meeting, together with recently 
announced plans for US arms sales to‘Taiwan, suggests that 
Obama is taking a tougher line against China than he did during 
the early days of his presidency. 
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CHINESE PRESIDENT Hu JINTAO, at a Communist Party 
meeting last September, suggested that “inner-party 
democracy is the life of the party.” But he quickly 
added: “Centralism and unity are the guarantee of its 
strength.” In Beijing today, references to democracy, 
inner-party or otherwise, remain rhetorical. 
Inflexible centralism and unity are still the party- 
state’s touchstones. As a result, the emergence of 
a rights-conscious middle class and the need to 
build a knowledge-based economy will most likely 
come into conflict at some point with the regime's 
survival. This remains the case even as China, having 
led the world’s recovery from a global economic 
crisis, continues to develop its industrial prowess, 
as well as its diplomatic savvy. Elsewhere in the 
region, Japan’s new government is struggling in the 
face of deflation, high public debt, and disturbing 
demographic trends. And new uncertainties surround 
the regime of North Koreas ailing dictator, Kim Jong-il. 
Meanwhile, however, the underlying trends of 
economic integration and peaceful commerce hold the 
promise of eventual liberalization across the region. 
Our September issue will assess developments in both 
East and Southeast Asia. Topics scheduled to appear 
include: 
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Nigeria’s Season of Uncertainty .............. Richard Joseph and Alexandra Gillies 
The country has suffered a prolonged leadership crisis; ‘punctuated by clashes in’ the Niger Delta 
and sectarian. violence elsewhere. Now an-untested leader has become acting president. 
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Zumas First Years sennor inin eia a a are sa RW Johnson 
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More:Aid Is Not the Answer oo... ...eeeeececeseeeeessuee ss Jonathan Glennie- 
Dependence on foreign assistance in Africa too often undermines the development of domestic 
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“Three years after Nigerians gave the largely unknown Yar’Adua the benefit of the doubt despite 
his disputed electoral victory, their “hopes again rest with an untested leader.” 


Nigeria’s Season of Uncertainty 


RICHARD JOSEPH AND ALEXANDRA oe 


CC othing,” wrote . Reuben Abati, the 
NT: editor of Nigerias The Guardian, 
‘can be more tragic than the present 
season of uncertainty in which Nigeria: has found 
itself.” Indeed, in recent months the country has 
experienced an extraordinary and often surreal 
political drama seemingly Serpe by a writer ‘of 
fantasies. 

On November 23, 2009, Nigerian Preside 
Umaru Yar'Adua was flown to Saudi Arabia for 
emergency medical treatment. Confusion swirled 
about -his condition, though the immediate prob- 
lem was reported to be pericarditis, an inflamma- 
tion of tissues around his heart. 

When, on Christmas Day, a young Nigerian 
named: Umar Farouk Abdulmutallab tried (but 
failed) to ignite an explosive device on an air- 
liner that was approaching the airport in Detroit, 
Michigan, no.Nigerian head of state was avail- 
able to engage with the US government over this 
alarming event. Following the attempted attack, 
the United States placed- Nigeria on a terrorism 
watch list of 14 nations'whose air travelers were 
subjected to, increased security screening. (On 
April 2, that watch list was discarded in favor of a 
different set of policies.) - 


ILL-FATED POLITICS 

. Yet, as serious as these developments were, a 
more intense drama for Nigerians. was unfolding 
in the nation’s capital, Abuja. For a harrowing 
three months, this country of. approximately 150 
million people was without a captain at the helm. 

Yar'Adua had been elected president in April 
2007. He owed his position to the political 


RICHARD Josen isa professor of iternationdl history and 

politics’ at Northwestern University. ALEXANDRA GILLIES is 

- a research associate at the Revenue Watch Institute. They 
are coeditors of Smart Aid for African Peppa (Lynne 
Rienner, 2008): 


achievements of two individuals: his older broth: 
er, Shehu Yar'Adua; and Olusegun Obasanjo, 
who served on two occasions as head of state. 
Shehu Yar'Adua had: been Obasanjo’s deputy 
when the latter led a military government from 
1976 to 1979. The two. were accused in 1995 by 
Sani Abacha, the military dictator at that time, 
of planning his overthrow. Shehu Yar’Adua.was 
later murdered in prison, but Obasanjo survived 
and was elected president in 1999. 

When Obasanjo in May 2006 failed in an effort 
to amend the constitution and thus secure a third 
term in office, he installed as the 2007 presidential 
candidate of the ruling People’s Democratic Party 


(PDP) the younger Yar'Adua, then the governor 


of the small northern state of Katsina. Obasanjo 
proceeded to manipulate Nigeria’s political and 
electoral machinery to ensure Yar’Adua’s victory. 


~ The outcome was-disputed by several losing can- 
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didates:but was upheld by the Supreme, Court in 
December 2008. 

Yar'Adua- in’ some: ways sdei mahea 
president. from -northern Nigeria, Shehu Shagari, 
whom Obasanjo had also shepherded into office, 
in 1979. Shagari, a well-meaning patrician, was 
unable_to control the -plunderers around him: 
Military putschists-ended his tenure in December 
1983, shortly after he had begun a second term in ` 
the wake of flawed and chaotic elections. 

But Yar’Adua,:a northern successor to the south- 
ern Obasanjo, was handicapped not only -politi- 
cally but physically. Yar’Adua had been known 
to suffer from kidney disease even as governor 
of Katsina. At the time of the Christmas bomb- ` 
ing attempt in the United States, the president 
had been absent for a month, receiving medical 
treatment in Saudi Arabia, but had not transferred 
power to his vice president, Goodluck Jonathan. 
Nigeria did not even have an ambassador to the 
United States:who could be summoned for con- 
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sultations, since the US government had earlier 
rejected the Nigerian designee. i 

` On January 12, 2010, YarAdua, most likely 
provoked by press reports of his dire physical con- 
dition, granted a telephone interview to the BBC. 
He spoke in a weak voice of his intention to return 


to Nigeria as soon as his health: permitted, but he. 


did not mention any transfer of authority. 
Nigerias 1999 constitution provides two 
ways for power to be temporarily transferred 
to the vice president. The simplest mode is the 
transmission of a letter from the president to 
the National Assembly informing that body of 


his absence. The second requires the Federal’ 


Executive Council (the cabinet) to appoint, 
together with the Senate, a medical panel to 
provide a report on the president. If he is found 
unable to execute his duties, the vice president is 
made acting president. Neither of these constitu- 
tional paths was taken. 

. To adopt the term widely used in Nigeria, a 
“cabal” that consisted of the president's wife, Turai 
Yar'Adua, along with.a few ministers and. close 
political allies, worked to 
block a full transfer of power 
to Vice President Jonathan. 
Meanwhile, throughout the’ 
eerie interregnum, Jonathan 
presided over cabinet meet- 
ings that made decisions 


Poverty, conflict, and instability 
have been the bitter fruits of a 
half-century of misrule. 


Jonathan was declared acting president, a decision 
subsequently confirmed by the cabinet. 

Senior legislators found an ingenious way 
around constitutional obstacles by citing a “doc- 
trine of necessity,” never before invoked in 
Nigeria. The BBC interview with Yar'Adua, they 
claimed, fulfilled the constitutional requirement 
that a letter be transmitted to the National 
Assembly, albeit via modern technology. Jonathan 
therefore -became acting president through an 
appointment process that deviated from the two 
paths sét forth in the constitution. One of his 
first acts was to remove Aondoakaa from his 
ministry and from the commanding position he 
had assumed during Yar’Adua’s absence. 

“Goodluck Jonathan” could be a name.invent- 
ed by whatever mischievous deities look over 
the Nigerian nation. He had the good luck to 
be deputy governor of the oil-rich delta state 
Bayelsa in 2005, when the governor, Diepreye 
Alamieyeseigha, was apprehended by the London 
Metropolitan: Police at Heathrow .Airport with 
suitcases filled with state money. (Tragicomically, 
Alamieyeseigha skipped 
bail and returned to Nigeria 
allegedly by disguising him- 
self as a woman.) 

At that time, Obasanjo 
was using Nigeria’s' anti- 
corruption .authorities to 





of questionable legality. 


Bullying the cabinet and the nation during this ` 


political parenthesis was the attorney -general 
and minister of justice, Michael Aondoakaa, who 
defended Yar’Adua’s authority and justified not 
making Jonathan the officially acting president. 


These maneuvers alarmingly recalled the politi- 
- cal gyrations that preceded Sani Abacha’s assump- 


tion of power in November 1993. Then, Moshood 
Abiola, elected to the presidency in June of that 
year, was blocked from taking office and sub- 
sequently imprisoned, eventually dying behind 
bars. This time, however, the armed forces did not 
intervene, either by fully assuming power as they 
had done several times, or by imposing a military- 
civilian diarchy, as they did briefly in 1993. 


BACK FROM THE BRINK 

February 9 and .10, 2010, may be remembered 
as the days when the Nigerian nation pulled 
back from a precipice along which it had tottered 
for more than 11 weeks. Following unanimous 
votes in the Senate and House of: Representatives, 


prosecute governors who 
crossed him, or crossed whatever line he inserted 
between the permissible and: non-permissible 
theft of public funds. Jonathan stepped in as gov- 
ernor when Alamieyeseigha became the target of 
one such prosecution. It was also fortuitous for 
Jonathan to be elevated to the vice presidency— 
Obasanjo orchestrated his selection as Yar’Adua’s 
running mate in the 2007 election. 

In the early hours of February 24, 2010, 
Yar Adua was hurriedly flown back to Nigeria by 
air ambulance. Six of his cabinet ministers had 
arrived in Saudi Arabia earlier that day, osten- 
sibly to thank the Saudi government for look- 
ing after him but really—as the third high-level 
Nigerian delegation to visit that country during 
the crisis—in the hopes. of seeing their ailing 
president. Jonathan was kept in the dark about 
Yar’Adua’s precipitous return, which involved 
the alarming deployment of a military bngadé 
in Abuja. 
_ For almost two days, Nigerians experienced 
renewed uncertainty, especially since the first pub- 


lic statement by Yar’Adua’s.spokesman referred to 
Jonathan as vice, not acting, president. It seemed 
as if a fierce struggle over presidential author- 
ity would erupt. American and British diplomats 
quickly released strong cautionary statements. 

Another announcement on: behalf of the still 
unseen president, on February 26, acknowledged 
Jonathan as acting president and declared that all 
government officials should report to him. That 
communication lessened but did not completely 
disperse the constitutional cloud over Nigeria’s 
federal institutions. It did, however, reduce the 
political tensions and anxiety. 

‘Nigeria’s season of uncertainty is likely to per- 
sist for some time. Crucial questions still await 
answers. Will the nation be given a full report on 
Yar’Adua’s medical status, and told if he can ever 
resume the presidency? In the meantime, will 
Jonathan prove up to the task of managing the 
affairs of this complex and disputatious country? 

` Also, will the northern political class accept a 
southern leader during what they consider their 
turn to hold the highest political office, according 
to Nigeria’s unwritten “rotational” principle? Will 

` Nigeria, whose international reputation has been 
severely damaged by the Abdulmutallab incident, 
the bizarre events in Abuja and Saudi Arabia, 
and continuing intercommunal bloodletting in 
Plateau state, regain its political composure? And, 
most importantly, will this bewildered nation, as 
it prepares for its fiftieth anniversary on October 
1, 2010, make progress in addressing the long 
unfinished agenda left behind by the tempestuous 
Obasanjo and the enfeebled Yar’Adua? _ 


A DAUNTING AGENDA 


Following the chaotic 2007 elections, a num- 


ber of losing candidates mounted legal challenges - 


to the results. High courts, demonstrating their 
relative independence, overturned elections in 
seven states, including some won by the rul- 
ing party. Appeals by two leading opponents 
of Yar'Adua in the. presidential election—Atiku 
Abubakar, Obasanjo’s estranged vice president, 
. and Muhammadu Buhari, a former military ruler— 
' were heard by the Supreme Court: In December 
2008 the. court upheld Yar’Adua’s victory, despite 
a preponderance of electoral irregularities. 
During the 20 months ‘between the elections 
and this ruling, uncertainty prevailed as the 
Nigerian political elite considered the possibility 
of- annulled presidential voting. The president's 
obviously: declining health compounded the dis- 
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may, as did the infrequency of his public appear- 
ances. Meetings with Yar'Adua became harder 
for important individuals, both domestic and 
foreign, to secure. Even after the court upheld 
his election, intrigue and incessant politicking 
persisted, generating a fin de régime atmosphere. 
At his inauguration in May 2007, Yar'Adua had 
proposed a far-reaching “Seven-Point Agenda.” 
After two and a half years of weak leadership, 
little progress has been made toward ann 
any of his objectives. 

Atop the list of challenges that the president 
in 2007 committed to addressing is: the coun- 
trys eroded infrastructure, which constrains 
economic activity. Daily life for many Nigerians 
involves a grim pursuit of water, electricity, fuel, 
and transport. In 2007, Yar'Adua announced his. 
intention to. “declare an emergency” regarding 
what Nigerians call the “epileptic” power sup- 
ply. He promised to increase the supply to 6,000 
megawatts by the end of 2009, a paltry amount 
for such a large nation.. (Power production in 


- South Africa, also considered insufficient, is sev- 


eral times as large.) 

Despite the governments release of $10 billion 
in its foreign exchange reserves to fund improve- 
ments in power infrastructure, available sup- ` 
plies today languish at around 3,000. megawatts. 
Transportation projects, such as a long-promised. 
east-west- highway from Port Harcourt to Lagos, 
and the revamping of a railway linking the two 
major industrial sites in the north and south, Kano 
and Lagos, have failed to get off the drawing board. 

Yar’Adua’s government initially halted several 
transportation and power sector projects. com- 
missioned by Obasanjo, questioning the ways in 
which the contracts had been awarded. Yet alter- 


. nate strategies have not emerged. In the power 


sector, progress requires coordination among sev- 
eral entities, such as the ministry of power,’the 
Power Holding Company of Nigeria, the Nigerian 
National Petroleum Corporation (NNPC), and pri- 
vate businesses involved in gas production. Only 
with strong and consistent leadership will the 
requisite coordination. occur. 


LOW ON FUEL 

In addition to his promise to increase power 
generation, Yar Adua pledged to remove govern- 
ment subsidies that push down the. prices of 
petroleum products—subsidies that, according 
to the Financial Times, cost the country as much 
as $11 billion from 2007 to 2009. Few dispute 
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the punishing cost of the subsidies to the nation’s 
treasury, though their removal will cause hardship 
for-road travelers and transporters. 

Government-owned petroleum refineries pro- 
duce well below capacity despite large sums 
repeatedly allocated for their upkeep and refit- 
ting. To make up for the-resulting shortfall in 
supplies, most petroleum products are imported. 
However, like the refineries, these operations are 
riddled with mismanagement, inefficiency, and 
corruption. Private firms import fuel through 
a system’ overseen by the NNPC, but significant 
quantities of subsidized supplies are diverted to 
the black market or smuggled to neighboring 
countries. 

The government oficials and private interests 
that control these transactions profit handsomely 
at the expense of the intended beneficiaries of the 
subsidies. Yar'Adua has characterized this system 
as “the greatest institutional corruption in the his- 
tory of the nation.” Yet it persists. Moreover, the 
government often falls behind in paying the subsi- 
dies’ costs, which results in paralyzing fuel short- 
ages. Despite these widely 
known shortcomings, the 
deregulation of this: sector, 
or some alternate’ solution, 
has not been advanced. 

Along with these major 
infrastructural challenges, 
Nigeria’s economy has suf- 
fered from oil price volatility. For more than three 
decades, the country has relied on petroleum 
exports for about 80 percent of government rev- 
enues and over 90 percent of export earnings. 
To minimize the risks associated with oil price 
fluctuations, Obasanjo and his economic reform 
team—which was led by Ngozi Okonjo-Iweala, 
now director of the World Bank—created the 
Excess Crude: Account in .2003. The purpose of 
the account was to encourage savings instead 
of spending during periods of high oil prices, a 
stabilization measure that would make financial 
reserves available when oil prices dropped. 

Under Yar'Adua, however, the Excess Crude 
Account dwindled—despite an upward price 


spike in 2008. A major reason for this was several 


multibillion-dollar allocations to state governors. 
The size and manner ‘of these allocations reflect 
how power has been dispersed from the center 
to the: states since Obasanjo departed. A $2 bil- 
lion allocation: from the Excess Crude Account 
to the governors by Jonathan, just days after his 


So far, Jonathan has signaled 
his intention to do more than 
steady the battered ship of state. 


appointment, continued this trend. The allocation 
reportedly facilitated the strong support shown 
by the governors for his elevation to the acting 
presidency. 


ALIENATION AND VIOLENCE 

In addition to economic challenges, Nigeria’s 
leaders must address widening socioeconomic 
fissures that can cause violent clashes. Conflicts 
erupted between Muslim and Christian residents 
of the city of Jos and its environs in Plateau state 
in November 2008, and again in January and 
March 2010. Each of these violent episodes has 
been fueled not just by religion and ethnicity but 
also by disputes over citizenship rights, land use, 
and political power. 

In July 2009, a militant Islamic group called 
Boko Haram attacked government authorities, 
whose response included extrajudicial killings. 
In the past, public investigations into these sorts 
of incidents have neither brought to justice ‘those 
responsible nor advanced strategies for addressing 
eee issues. Jonathan has promised greater 
accountability for such trag- 
edies. Several police officers 
have been arrested in rela- 
tion to the use of excess force 
in the Boko Haram affair. 

Islamic extremism -has 
long existed in Nigeria, 
alongside the country’s more 
moderate Muslim strains. Now—though the 
Christmas Day terrorist, Abdulmutallab, who was 
largely educated abroad, was not directly affiliated 
with any of these extremist groups—one can no 
longer deny that deep economic hardship and 
profound frustration over a corrupt and unre- 
sponsive political system have caused extrem- 
ist ideas to resonate-among the many alienated 
Muslims in northern Nigeria. 

Violent conflict also persisted in the Niger 
Delta during Yar’Adua’s tenure. In 2007 and 2008, 
militant groups stepped up their kidnappings 
and attacks on oil industry facilities. Oil bunker- 
ing—the theft of oil from pipelines or export 
terminals—continues to generate illicit funds that 
finance the thuggish party politics of the region. . 
Until the Nigerian military conducted a major 
offensive in the spring of 2009, multiple efforts to 
reduce bunkering and the role of armed militias in 
the Niger Delta region had had little impact. 

The offensive was followed by a cease-fire 
and amnesty in August 2009, amid plans for the 


‘demobilization and reintegration of combatants. 
Militants broke the cease-fire during Yar’Adua’s 
absence in Saudi Arabia. On becoming acting 
president, Jonathan : pledged to release funds 
promised for the amnesty program and to tackle 
aggressively the region’s problems, the ramifica- 
tions of which are now felt throughout the nation. 

Securing a lasting peace in the Niger Delta, 
after decades of violence and disruptions of oil 
production, will require more than short-term 
payoffs for militia leaders and rank-and-file fight- 
ers. Since Jonathan comes from this region, hopes 
are high that he will prove more decisive than his 
predecessors in achieving progress; although as 
vice. president he accomplished little. 

- Reducing turmoil in the delta will require a 
mix of strategies including political concessions, 
economic renewal, and effective but lawful -use 
of: force. It may. also require foreign assistance, 
which Jonathan has indicated he would con- 
‘template accepting. Seeking outside help would 
mark a significant departure from the attitude of 
all previous Nigerian governments. In any event, 
with the other enormous challenges confronting 
Nigeria’s accidental acting president, it is a daunt- 
ing task for his administration to try to reduce 
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the deep grievances in the delta and ‘tamp down 
the armed insurgency, while.also overseeing fierce 
competition for state and federal offices in the 
region. Even modest achievements in tackling 
these perennial challenges would be e Applaüdeg 
after decades of failure: 


THE ABSENT LEADER 

Weak leadership and: uncertainty in Abija 
have led to the neglect not just of domestic issues 
but: of international ones as well: Past Nigerian 
presidents have adopted a leadership role in West 
Africa. They acted to block armed insurgents in 
Liberia and Sierra Leone. Obasanjo forced author- 
itarian interlopers in São Tomé and Principe and 
in Togo to back down in 2003 and 2005. 

In 2009, YarAdua was serving a term as 
chairman of the Economic Community. of West 
African States; whose mandate now includes 
tackling interstate and urgent intra-state prob- 
lems. However, his frailty and insularity kept 
Nigeria from responding to ‘growing turmoil in 
Guinea, Guinea-Bissau,.and Niger. Yar'Adua did 
not intervene in 2009 when President Mamadou 


. Tandja in neighboring Niger ripped: up that 


country’s constitution, extended his tenure in 
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office, and had term limits on his rule abolished. 
And neither YarAdua nor the acting president 


responded to a military coup that ousted Tandja - 


in February 2010. 

In addition to neglecting turbulent regional 
events, a Nigeria without firm leadership will be 
unable to capitalize on important opportunities 
afforded by its non-permanent seat on the United 
Nations Security Council. A healthy and assertive 
president could use that post to reclaim for Nigeria 
a leading role in African and global affairs, as is 
now exercised by South Africa and other countries. 


FRAGILE DEMOCRACY 

Elections scheduled for April 2011, if they are 
fair, relatively peaceful, and competitive, offer a 
slender chance for a credible leader to emerge from 
the current political imbroglio. After committing 
to electoral reform following the deplorable 2007 
contests, Yar'Adua equivocated over taking any 
decisive action in this arena. Maurice Iwu, the 
discredited head of the Independent National 
Electoral Commission, 
remains in place; Jonathan's 
anticipated appointment of 
his successor will be wide- 
ly welcomed. Yar'Adua did 
establish an electoral reform 
committee in 2008, but the 
committee’s extensive recom- 
mendations have yet to be 
implemented. 

Election abuses during the Obasanjo years left a 
trail of court cases and mandated reruns, such as 
for governor of Ekiti state, around which appeals 
are pending. While the February 2010 reelection 

‘of opposition governor Peter Obi in the state of 
Anambra suggested a possible respite from PDP 
manipulation, the extremely poor organization 
of the election and very low turnout demonstrate 
that Nigeria has yet to reverse the continued 
decline of its democratic electoral institutions, 

A weak electoral system is just one of the bar- 
riers blocking the ascension of Nigerian leaders 
who can effectively and responsibly serve the 
public interest. Much of the process by which key 
officials are selected takes place within the PDP. 
Governors and legislators who have gained signif- 
icant power under Yar’Adua will want to maintain 
their positions, and have little interest in leveling 
the electoral playing field. 


Opposition parties, on the other ‘hand, invigo- 


rated by the turbulence in Abuja, will ramp up 





For a harrowing three months, 
this country of approximately 
150 million people was without 
a captain at the helm. 





their election efforts. Money, violence, fraud, 
and the manipulation of alliances usually deter- 
mine who wins and retains “elected” positions 
in Nigeria. Nongovernmental actors, including 
media, professional associations, and civil society 
groups, have been agitating to move the country 
to a more democratic path. So far, however, these 
groups have lacked the capacity to counter the 
ruling elites determination to maintain the cur- 
rent, defective system. 

While central authority has weakened since 

Obasanjo’s departure, effective governance has 
been demonstrated in some cases at the state level, 
where governors possess substantial authority 
and enjoy access to considerable outlays from the 
federal treasury. Several governors have chosen to 
use their political and financial resources to make 
economic and social progress. Their achieve- 
ments could spur residents of other states with 
underperforming governments to demand greater 
accountability and improved services. Babatunde 
Fashola, the governor of Lagos state, heads the list 
of reform governors and has 
received widespread praise 
for his efforts to improve 
urban transportation and 
waste collection systems, 
attract investment, and 
collect taxes in Lagos, the 
country’s largést city. 
_ Although reports of 
better governance issue from some states, this 
trend is still fragile. Even in Lagos, the corrupt 
and inefficient use of public funds continues. A 
reported rift between Fashola and his predeces- 
sor and “political godfather” Bola Tinubu threat- 
ens to derail Fashola’s remarkable achievements. 
Nevertheless, a performance ethos is emerging 
among several governors. So also are expectations 
that the current set of state executives should out- 
perform their: predecessors. If elections became 
more democratic, and the exercise of power more 
transparent, performance could continue to sur- 
pass the admittedly low standards of the past. 


GLIMMERS OF REFORM 
Within the federal government, the record of 
a few senior officials shows what Yar'Adua could 
have’ accomplished had he been healthier and. 
more assertive. Lamido Sanusi, on his appoint- 
ment to the central bank in June 2009, immediate- 
ly tackled problems in'a banking sector that had 
nearly collapsed following a spree of irresponsible 


lending, insider trading, and other manipulations. 
In moves that targeted some of Nigeria’s most 
influential citizens, he called for the removal of 
several bank chief executives and published a list 
of Nigerian companies that had not repaid their 
debts. 
Sanusi frequently mentioned the president's sup- 
port for his bold approach, and he was apparently 
not blocked by those who lost out during these 
` reforms. A few other-officials took decisive action 
from within the administration. For example, a 
new head of the civil service, Steve Oronsaye, has 
insisted on computer literacy, merit-based stan- 

_ dards for appointment and promotion, and tenure 
limits for top officials. 

Another effort at reform is “the Petroleum 
Industry Bill, an ambitious piece of legislation 
that would restructure the governance of Nigeria’s 
oil sector. The: NNPC earns little money for the 
government, .produces a negligible portion of the 
country’s oil, and has assumed roles for which it 
is not suited. Its control over policy making and 
regulatory functions creates conflicts of interest 
and bureaucratic bottlenecks that erode the sec- 
tors profitability. . 

Unlike the successful national oil companies of 
countries such.as Brazil, Malaysia, and, increas- 
ingly, Angola, the NNPC functions more like a 
government agency subject to the whims of those 

_ holding political power. The Petroleum Industry 
Bill seeks to address. these: shortcomings, in part 
by restructuring the government agencies that 
participate in the oil sector. 

Although Yar'Adua and the cabinet approved 
this reform proposal and submitted it to the 
National Assembly in December 2008, it has failed 
to advance beyond this stage. Part of the holdup 
is that the bill seeks to increase the governments 
earnings relative to its private company partners. 
Not surprisingly, this has attracted significant 
resistance from international oil companies whose 
executives argue that the terms of the bill would 
render their Nigerian Reson commercially 
unviable. 

Such tussles:are common in the oil business 
and are usually resolved through negotiation. But 
the ongoing political uncertainty in the country 
has been very damaging to such a complex, vital, 
and sensitive reform. If and when the political 
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storm in Abuja subsides, high on the country’s 


‘unfinished. agenda will be the effort to bring this 


important reform exercise toa sticcessful conclu- 
sion. 


POLITICS WITHOUT PROGRESS 

Nigerian politicians engage incessantly in com- 
plex maneuvers to win and retain their positions. 
This practice has reached a new climax in the 
leadership crisis that the country has recently 
endured. From street protests to myriad meetings 
among political and civic leaders, the drama, has 
drawn in a cast of thousands. In the wings, the 
presidents wife moved players about, including 
the unseen and disabled Yar'Adua. And now, three ~ 
years after Nigerians gave the largely unknown 
Yar'Adua the benefit of the doubt despite his dis- 
puted electoral victory, their hopes again rest with 
an untested leader.. 

The Economist responded soberly to Jonathan's 
assumption of power: “Mr. Jonathan. is taking 
over the leadership of one of the world’s least 
governable countries in the least promising cir- 
cumstances.” His tenure may yet turn out to be - 
another display of Nigeria’s Sisyphean politics, 
in which the stone of good intentions periodi- 
cally comes careening down the hill, crushing at 
the bottom the hopes of the’ country’s distressed 
population. 

Indeed, poverty, conflict, and instability have 
been the bitter fruits of a half-century of misrule. 
If Nigeria’s ruling elite muddles through the cur- 
rent crisis only to.resume the familiar pattern of 
contentious politics without progress, two things 
are certain: The country’s international prestige 
will continue to erode, and so will the security and 
quality of life of Nigeria’s people. 

So far, however, Jonathan has signaled his 
intention to do more than steady the battered 
ship of state. And the dissolution of the cabi- 
net on March 17, following the appointment of 
the veteran military insider Aliyu Muhammed 
Gusau as national security adviser, has enhanced 
Jonathan’s control of the federal executive. 
Nigeria has been deprived of honest, effective, 
and constitutional leadership for so long that, 
should Jonathan choose that course, he will have 
a great store of domestic and international good- 
will on which to draw. | 
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P Ethiopia Is Headed for Chaos 


eee E ' BERHANU NEGA - a: i 


en in 1996 I visited the twelfth- tion that better-qualified academics can pursue. 
century rock-hewn churches of Lalibela But one thing is clear to me from the nation’s 


for the first time, I experienced con- recent history: A combination of. enduring pov- 
flicting emotions. The ability of my countrymen’s erty and relentless tyranny has robbed Ethiopians 
forefathers almost a millennium ago to create such of a belief in their ability to determine their own 
an astonishing architectural achievement left me destiny. 
exhilarated and hopeful. Yet the abject poverty The hopelessness. that permeates’ Ethiopian 
` and squalor that I confronted right outside these society has, if anything, intensified over time: The 
churches left me in despair. How is it that a soci- countrys governance under successive regimes 
ety that had the capacity to build such beauty so has gone from bad to worse, albeit with different 
many centuries ago fails to feed itself today? blunders and abuses characterizing the various - 
This conundrum gnawed at me as I returned governments. Sheer backwardness and an inability 
from Lalibela to the capital, Addis Ababa. There, to adapt to change characterized Emperor ‘Haile 
I posed my question to students in my economic Selassie’s long rule, which began in 1930 and 
development class at the university. Most of them did not end until 1974. This was followed by 17 
responded by saying that the churches were: the years of a socialist military regime, the so-called 
creation of God and saints, who did most of the “Derg,” which mixed futile radical ideology with 
work under the cover of darkness, while ordinary brutal repression. After that came:the cunning but 
mortals toiled by day, naively believing that the narrow-minded ethnocentric rule of Meles Zenawi, 
creations were their own handiwork. In: other who took the helm from the-Derg in 1991 and has 
words, this was the work not of the Ethiopians, remained in power since. 


but of a superior power. - 


So too is their miserable fate, most Ethiopians MISSED OPPORTUNITIES 


believe. From the .now seemingly permanent Whatever their individual weaknesses, the 
drought and famine that ravage the land to the authoritarian regimes’ combined effect over the 
absence of basic freedoms in their political life, past half century. has been increasing misery 
Ethiopians assume that their fate reflects the “work among the population and, even more worri- 
of God,” which they can do very little to change., some, deep societal fissures, making Ethiopia the 
The best that an individual can do is just survive.: most unstable and potentially ‘explosive place in 

Whether this fatalism is a product of the major an already destabilized region of the world. This, 
religions that dominate the country, or of other however, was not destined to happen. Ethiopia’s 
deeply rooted sociocultural phenomena, is a ques- recent ‘history’ could have taken a completely 


different turn had the country’s rulers not squan- 
dered a number. of ‘opportunities to alter the 


BERHANU NEGA, an associate rofessor o economics at 
P f f ec nation’s trajectory. | 


Bucknell University, isa former member of the executive 


committee of the Coalition for Unity and Democracy, an In 1955, the aging emperor.faced an opportuni- 
opposition party in Ethiopia. In 2005 he was elected mayor ty to transform the country gradually into a vari- 
of Addis Ababa but was imprisoned, on treason charges, ant of constitutional monarchy that could have 
until international pressure prompted his release in July ae . ae : l 

2007. In December 2009 an Ethiopian court sentenced him, satisfied the restive, modernizing elite. Even after 
in absentia, to death. a failed coup attempt in 1960, the emperor refused 
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to reform the country’s moribund institutions and 
accept somewhat constrained power. Instead, his 
insistence on ruling as he grew senile radicalized 
the youth and the educated sector of Ethiopia’s 
population, leading to the extremist and violent 
revolution of 1974. 

The military junta in turn squandered an oppor- 
tunity to address the country’s political tensions, 
including a low-intensity conflict in- the Eritrean 
province, through meaningful political dialogue. 
A return to a federal arrangement for Eritrea, and 
perhaps similar arrangements for other restive 
regions, might also have assuaged these tensions. 
Instead, the killing of General Aman Andom, the 
Eritrean leader of the. new military junta, by his 
former supporters, Mengistu Haile Mariam and 
his henchmen—quickly followed by the massacre 
of former officials of the Selassie government and 
thousands of the military regime’s opponents— 
inaugurated a new and brutal phase in eae aa 
politics, which lasted 17 years. - 

The toppling of the Mengistu regime by the 
joint forces of Eritrean and Tigrayan rebels, with 
the quiet acquiescence 
of the larger population, 
could -have provided 
another opportunity for 
reorganizing the Ethiopian 
state into a more: moder- ' 
ate, inclusive, and demo- ' 
cratic’ system. Instead, 
Eritrea seceded and a dangerous. ethnic- centered 
‘politics took hold in me rest of Ethiopia starting 
in 1991. 

Given the nature af the rebel movements and 
the ideology that :informed them (the secession- 
ist pro-Soviet nationalism of the Eritrean People’s 
. Liberation Front and the narrow ethnic Tigrayan 
nationalism, combined with Albanian-brand 
communism, of the Tigrayan People’s Liberation 
Front), it might. have ‘been unrealistic to expect 
any meaningful, nationwide, democratic dispen- 
sation at the time. But communism was fad- 
ing. quickly as an alternative. And Meles and 





' his now somewhat broadened Ethiopian People’s 


Revolutionary Democratic Front (EPRDF) rather 
shrewdly appropriated free market capitalism and 
developed a close: alliance with the West. So there 
was some hope for maera and democratiza- 
tion in Ethiopia. 

_ The adoption in 1994 of a somewhat liberal 
constitution (save for the primacy-it gives eth- 
nic'identity over citizenship, and the inclusion 


Ethiopia’s descent into all-out conflict 
is certain to make’an already unstable 
region even more dangerously chaotic. 
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of a right to secession) added to hopes that the - 
country might be turning a page in its history. But 
these hopes also quickly faded, as Prime Minister 
Meles and the EPRDF started to manifest their 
intolerance of criticism, including any emergence 
of political or civic organizations that they could 
not fully control. 

Beginning in the mid-1990s—with the firing 
of some 40 university professors because of their 
presumed political views, the dismantling of the 
country’s trade unions; and the brutal repression 
of the reginie’s independent coalition partner, the 
Oromo. Liberation Front—Meles and his ruling 
EPRDF signaled that the only power they under- 
stand is complete and unconstrained power. 


THE 2005 SURPRISE 


Ethiopia’s most recent, and perhaps most tragic, 


‘missed opportunity is one. 1 experienced first- 


hand as a result of my involvement in opposition 

politics. The national election of May 2005 consti- 

tuted a unique experiment, marking the first time 

in the country’s history that democracy domi- 
nated political discourse 
and enjoyed clear support 

_ from the great majority of 
the population. 

A number of interre- 
lated factors helped force 
the ruling party to take a 
calculated risk and open 

the political process a little bit in the 2005 elec- 
tion (previous elections had been for show, and 
nobody took them seriously). One such factor 
was a crack in the unity ofthe leadership of the 
principal faction within the EPRDF, the Tigrayan 
People’s Liberation Front (TPLF)—a crack that 
was generated in part by the Ethio-Eritrean con- 
flict of 1998-2000. l 

The EPRDF is a coalition of four ethnic-based 
regional parties including, in addition to the TPLF, 
the Amhara National Democratic Movement, the 
Oromo People’s Democratic Organization, and the 
South Ethiopian People’s Democratic Movement. 
But the TPLF is the senior partner in the coalition, 
and it controls most of the government, especially 
the security apparatus. Meles is the chairman of 
both the TPLF and the EPRDF. 

In 2001, other members of the TPLF’s execu- 
tive committee opposed the prime minister's 
willingness to sign an agreement with Eritrea 
instead of. continuing the armed conflict, and 
they tried to oust Meles from the leadership. He 
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in turn mobilized support from non-Tigrayan 
janior partners in the ruling coalition. Meles 
cannily blamed his past undemocratic rule on 
his former TPLF colleagues, whom he purged 
from the party for being narrowly nationalist 
“Tigrayan hard-liners,” and he declared that he 
would institute meaningful democratic reform in 
the next election. Meles also promised somewhat 
broadened ethnic participation in the key deci- 
sion making positions of the government. This 
provided an entry point for the prime minister's 
Western supporters to push for a more open par- 
liamentary election in 2005. 

Another factor contributing to the apparent 
democratic opening was the ruling party’s errone- 
ous analysis of its own strength and the opposi- 
tion’s weakness. The EPRDF used the four years 
after its internal crisis to apply its formidable 
financial resources, including state funds, to build 
its organizational structure, to weaken its already 
weak and divided opposition, and to buy off or 
threaten various portions of the electorate. It 
also instituted minor reforms, including person- 
nel changes in Addis Ababa 
and other key regions of the 
country, to win the support 
of the population. 

With these measures, the 
ruling party felt comfortable 


Defenders of the regime argue that 
democracy is not to be expected 
in poor countries like Ethiopia. 


At the same time, Meles and his inner circle 
had such a low opinion of the opposition that 
they could not imagine losing an election to this 
group. They believed that voters, even if the rul- 
ing party had disappointed them, surely would 
not support its critics—even in a free and fair 
election. Incumbency combined with the aura of 
power, they believed, would carry them to vic- 
tory in a traditional society that fears and respects 
authority. The ruling party’s assessment did not 
include the possibility of new people joining the 
opposition camp, or of the opposition overcoming 
its fractures to forge a workable, if temporary, alli- 
ance for the election. But that is what happened. 

As the campaign started to heat up, the govern- 
ments vulnerabilities began to show. The oppo- 
sition’s ability to campaign furiously in almost 
all parts of the country caught the ruling party 
cadres unprepared. The large public meetings that 
the opposition organized in urban areas were not 
entirely unexpected; what worried government 
agents more was the turnout for opposition rallies 
in rural districts. In some areas the opposition was 
drawing tens of thousands 
of people to its meetings 
and the .public was genu- 
inely fired up. 

Moreover, the poor show- 
ing of top government offi- 





that it had covered all its 
bases. EPRDF leaders calcu- 
lated that they would win all rural constituencies, 
as well as garner a significant portion of the votes 
from the uneducated urban poor. The opposition 
was thought too weak and too hopelessly divid- 
ed to mount a credible challenge. Victory thus 
assured, the ruling party expected the election 
to be certified by international observers, giving 
the regime a democratic legitimacy both at home 
and abroad. The West would continue to pour in 
money to shore up the regime, now without guilt. 

But this rosy scenario underestimated the hos- 
tility that most Ethiopians feel toward the govern- 
ment. Party functionaries, worried that telling 
the truth about the regime's unpopularity would 
reflect badly on them, told their bosses that the 
opposition had no chance in their respective 
regions, particularly in rural areas. Such apprais- 
als were taken so seriously that the EPRDF did not 
even believe it needed to organize election rallies 
in any part of the country. Only after panic set in 
a week before the election was a mass rally held 
in Addis Ababa. 


cials in live debates: made 
the regime look weak. The 
debates were highly popular; most of the nation 
remained glued to television and radio for hours 
to follow the broadcasts. This gave the opposition 
a national audience it could not otherwise have 
reached, given its limited resources. 

Even more important, probably for the first 
time in the country’s history, Ethiopians felt that 
real, peaceful, democratic change was possible. 
For the opposition, the election campaign magi- 
cally transformed the despair that had long per- 
vaded Ethiopian society into hope and a genuine 
sense of empowerment. Many Ethiopians felt, as 


- they never had before, the true spirit of freedom. 


THE REGIME REACTS 

On election day, I was sitting in the headquarters 
of the Coalition for Unity and Democracy, waiting 
to hear the results from our election observers. 
We in the opposition were very excited by what 
we had seen the whole day, and we felt the huge 
turnout was a good sign. At eight o’clock, when 
we turned on the television to watch the news, 


we were flabbergasted by what we saw. Prime 
Minister Meles was on TV announcing a “state 
of emergency” ‘for the capital for one month. He 
stated that he had taken over command of the 
military and all security forces for the duration of 
the emergency. 

There was in fact no emergency in the country, 
and no one could explain what prompted this 
‘drastic measure. It was clear that something was 
seriously wrong and the ruling party had decided 
not to honor the results of the election. The ques- 
tion was whether it could overturn the results 
discreetly, so that international observers would 
certify the election as free and fair, or whether 
the party’s lack of preparation for rigging the 
vote would make the fraud too obvious for any 
observer to sanction. 

As it happened, the ruling party was ill pre- 
pared to fix the election properly—in many places 
the armed forces staged daylight robberies of bal- 
lot boxes—and this made the outcome simply 
unacceptable to the public and the opposition par- 
ties. The government made a.mess of it, and the 
day after the election it was clear to any observer 


what was going on. To make sure there was no’ ' 


misunderstanding of ‘how the end game would 
play out, and with the arrogance .that can only 
come from a force that is willing; able, and deter- 
mined to do whatever is necessary to maintain its 
power, the ruling party made an official, unilat- 
eral announcement that it had won the election. 
Never mind that exit-polling methodologies used 
by international observers confirmed the opposi- 
tion’s victory. 

Meles and his party had an opportunity to 
make history and change Ethiopia's political direc- 
tion. By accepting the results of. thé election, they 
could have heralded the start of a new, more sta- 
ble, and genuinely democratic politics in Ethiopia. 
In doing so, they would have erased their own 
negative image, and then could have regrouped to 
become a credible, legitimate political force. They 
would also have established a process of healing 
and forgiveness through national reconciliation, 
which could have absolved them of various crimes 
they were accused of committing since they came 
to’ power. Unfortunately, they lacked the wisdom 
to seize the moment. 

Once it became clear that the ruling party 
would not accept defeat, we in the opposition had 
to: make a decision about how to move forward. It 
was clear to us that the government and the ruling 
party would try to intimidate the opposition into 
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submission. Two days after the election, security 
forces openly started to ‘follow and harass key 
opposition leaders. They informed the leaders that 
they would be the targets of government measures 
if they refused to accept the results that the regime — 
had declared. 

Among citizens, meanwhile, hee was real 
anger ‘at being blatantly cheated of their votes. 
The question for the opposition, thus, was what 
could be salvaged from the election debacle while 
avoiding:the bloodshed that seemed sure to come 
unless the tension that had been building since the 
election was somehow diffused. Could the ruling 
party be persuaded to reform electoral institutions 
and accept the.possibility of a gradual transition to 
democracy, say, for the next election? Would inter- 
national actors (particularly the European Union 
and the United States)—who were bankrolling 
the- regime, who had clearly misread Ethiopian 
politics, and who remained allied with the Meles 
government—be willing to apply pressure on the 


- regime to accept such a compromise? 


In the months following, the main preoccupa- 
tion of the moderate opposition was an attempt 
to get some traction for forging a compromise. In 
public statements and private communications 
with government officials and the diplomatic 
community, the opposition begged the ruling 
party to accept its own constitution in practice 
and commit to a réal democratic election in five 
years. I personally communicated this appeal to 
diplomats within the country and to numerous 
visitors who came from abroad to help address 
the crisis, including former US President Jimmy 
Carter, UN Secretary General Kofi Annan, ane EU 
foreign policy chief Javier Solana. - 

The ruling party and Meles’s government sim- 
ply refused. They were not willing to accept any 
arrangement that would constrain their power and 
make the institutions of democracy work. Instead, 
they opted for total suppression of the democracy 
movement. They killed at least 193 people after 
the election, and imprisoned the top leadership 
of the Coalition for Unity and Democracy (myself 
included), along with tens of thousands of opposi: 
tion supporters across the country. . 


IN SEARCH OF LEGITIMACY 

Since the collapse of the 2005 democratic exper- 
iment, the Meles regime has tried to justify its rule 
as appropriate to a “developmentalist state,” and 
something that should ‘be tolerated even in the 
absence of democratic legitimacy. To appease its 
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foreign backers, it has sold itself.as the strongest 
ally in the region against international terrorism. 

Borrowing from ‘the pages of modernization 
theory, domestic and foreign defenders of the 
` regime argue that democracy is not to be expected 
in poor countries like Ethiopia. According to this 
view, a constituency for democracy has yet to 
emerge.in such societies. What is important from 
this perspective is that the government can pro- 
duce rapid economic growth, reduce poverty, and 
achieve higher levels of per capita income. Such 
an economic outcome ‘will lead to the develop- 
ment of:a large middle class, forming the neces- 
sary constituency for democracy. For Western 
backers: of such regimes, what the .government 
has to do is avoid producing embarrassing news 
of brutality and corruption, while at the same time 
supporting-efforts against terrorism. . 

To promote its preferred narrative, the Meles 
regime, ‘immediately after the brutal suppres- 
sion of the democracy movement, produced for 
domestic consumption a barrage of propaganda 
about double-digit growth. Multilateral finan- 
cial institutions echoed i 
this growth talk, which 
was. then fed back ‘to 
the Ethiopian people as 
independent confirma- 
tion of the government's 


Divisions in Ethiopia's body politic make’ 
meaningful democratic dispensation the 
_ only possible tool for national stability. 


the money supply led to extremely high inflation 
(reaching a peak in 2008 of-about 65 percent, 
according to official figures), which made life 
even more miserable for:the urban poor. The 
agricultural growth that the government touted 
ended up being an illusion, as shortages of food 
led to skyrocketing prices- for agricultural com- 
modities. Oxford University researchers in a 
2009 study openly questioned the government's 
agricultural growth numbers, since no evidence 
existed to justify the output figures in terms of 
increased cultivation or in the use of fertilizers 
and improved seeds. 

-As ‘if to. mock the government's claims, mas- 
sive drought in two consecutive years (2008 and 
2009) increased the number of peasants seeking 
food assistance for survival to 13 million.in 2009 
from 6 million in 2007. Hard as the regime tried 
to reduce. the numbers, the reality was too grim 
to hide. Ethiopia’s current structural food deficit 
(the number of people who require food aid to 
survive even in good weather conditions) is‘6 mil- 
lion, the same number recorded at the peak of the 
extraordinary famine of 
1984-85. A government 
infatuated with -short- 
term fixes is now offer- 
ing massive land grants 
to foreigners as a solution 





claims. Such growth, it 


to the country’s chronic 





was asserted; would soon: 
elevate the country-.to the middle-income eels in 
the global hierarchy of nations. 

The main driver of this rapid economic expan- 
` sion was to be the country’s agricultural sector, 
which the government claimed was itself growing 
by double digits. Fueled by massive state bor- 
rowing from the domestic banking sector and 
over $2 billion a year in foreign aid, a program 
of infrastructure investment in urban roads and 
hydroelectric projects launched in 2006 suppos- 
edly heralded the country’s economic renaissance. 

The regime made city land and cheap credit 
available to selected cronies, and a short-term 
building boom made the urban renewal seem real 
for a while. The government hoped its propaganda 


offensive, along with glitzy road and building - 


projects in the capital and some serious. massag- 
ing of macroeconomic data, would turn the urban 
population in: its favor and stifle demande for 
democratization. pce < 

. This, of course, did not happen: The economic 
activity that was fueled: by a massive increase in 





food: shortage, but the 
foreigners clearly intend to export their ‘produce 
to their own countries. 

The Ethiopian army’s ill-advised invasion of 
Somalia in 2006, in order to fight Islamist groups 
that controlled most.of.that country, was tempo- 
rarily successful in buying the government strong 
support from the administration of George W. 
Bush. But it soon became a serious liability for the 
West and a disaster for Ethiopia’s future stability. 
The brutality of the invasion and its enormous 
cost to the civilian population, combined with 
the long-standing animosity between Ethiopia 
and Somalia, seriously undermined the national- 
ist credentials of the Somali Transitional Federal 
Government (TFG), in whose name the military 
operations took place. The invasion quickly mobi- 
lized otherwise disparate militia groups to work 
against the foreign invaders and significantly radi- 
calized Somalia’s Islamist movement. 

The Ethiopian army unceremoniously: with- 
drew from Somalia in January 2009, leaving the 
transitional government much weakened .and 


leaving Al Shabab—once an extremist youth 
militia on the fringe—bolder, stronger, and in 
control of most of southern Somalia. Sheikh Sharif 
Ahmed, the head of the Islamist umbrella group 
the Islamic Courts Union, whose ouster had justi- 
fied the Ethiopian invasion a few years earlier, is 
now the Western-supported president of the TFG, 
and is battling the. Islamic Courts Union’s former 
junior allies, Al Shabab, for survival. 

In Somalia, allies of the TFG, including Western 
powers, today see Ethiopia as part of the problem 
rather than as part of the solution. This is typical 
of the regime’s myopic search for quick fixes, in 
which the government's short-term survival con- 
siderations make the country’s difficulties signifi- 
cantly harder to manage over the long run. 


THE FLOUNDERING STATE 

In Ethiopia itself, the government incréasingly 
fails to manage the country’s problems, most of 
which were created or exacerbated by the rul- 
ing party’s follies. Ethiopia’s party-state has no 
political or ideological basis for legitimacy. The 
ethnic-based political and geographic division of 
the country, purposely pursued by the regime as 
a mechanism to divide and.rule, has significantly 
heightened ethnic tensions. Larger groups, partic- 
ularly the Oromos (about 35 percent of the popu- 
lation, according to the most recent census) and 
Amharas (about 27 percent), feel dominated by 
a minority Tigrayan elite (6 percent). And broad 
resentment along ethnic lines has permeated state 
institutions—including the security apparatus, on 
the shoulders of which Meles ee to continue to 
tule the country. 

A 2009 show trial, in which current and former 
army generals from the Amhara wing of the ruling 
coalition were prosecuted for plotting a coup, was 
a significant marker of the. turmoil that is brewing 
within the security apparatus. We are certain to 
see more of this in the future. 

Meanwhile, the unsustainable ‘expansionary 
monetary policy, which led to high inflation, has 
given way to credit rationing, and the building 
bubble has burst in the cities. We now have a 
bizarre situation in which rental prices for resi- 
dential and office space are extremely high, yet 
large amounts of office space are vacant. The eco- 
nomic misery that this creates for the majority of 
the urban population, the intense corruption that 
pervades the ruling elite, and the highly skewed 
income distribution that this generates, along 
with the new urban elite’s crude display of wealth, 
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have made the government even more unpopular 
than in 2005. The only thing preventing urban 
tensions from exploding is security presence on 
every corner. l l 

Also contributing to Ethiopians despair is 
the ruling partys obstinate refusal to gradually 
democratize the country. In fact, it has moved 
purposefully in the opposite direction since 2005, 
promulgating numerous laws to stifle peaceful 
dissent and restrict the operations of media and 
civil society organizations.-In 2008 local elec- 
tions, the first to take place after 2005, the EPRDF 
and its allies won all but three of vast numbers 
of seats contested across the country, making a 
mockery of democratic institutions and confirm- 
ing the country’s return to the pre-2005 repressive 
environment. 


REVOLTING PROSPECTS ; 

These developments have led to'a.shift in the 
thinking of the mainstream political opposi- 
tion and the public at large toward support for 
armed resistance against tyranny. There are now 
numerous organizations determined to dislodge 
the ruling party from power by force. Ethiopia 
is moving toward dangerous instability, and will 
arrive there soon unless something happens to 
alter its trajectory. 

Parliamentary elections scheduled for May 
2010 are not expected to change the situation 
much. Perhaps the most noticeable change emerg- 
ing in this round of elections is a concerted move 
by disgruntled former TPLF stalwarts—such as the 
` former defense minister Siye Abraha and the for- 
mer regional president of Tigray, Gebru Asrat—to 
contest the TPLF’s dominance in Tigray, the north- 
ernmost of Ethiopia’s nine ethnic regions. 

This contest has already claimed its first casu- 
alty, with the killing in March of an opposition 
candidate, Aregawi Gebre-Yohannes, by ruling 
party thugs. Although everybody expects the con- 
test in Tigray to end more or less in the same way 
that the fraudulent voting exercise did in other 
parts of the country in 2005, it does signal the end 
of the TPLF’s hegemony in the only region that the 
ruling party considers its solid base. This will not 
bring about any meaningful change in the coun- 
trys politics, but it will further reduce the TPLF’s 
dwindling foundation of support and engender 
another split within the ruling coalition. Meles 
and his party will be left in an even weaker posi- 
tion to address the country’s increasingly complex 
political and economic problems. 


If my diagnosis is roughly right, post-election 
Ethiopia is going to emerge as a hotbed of insta- 
bility in the region. Once the 2010 election passes 
without any meaningful change, the real contest 
among rival political and ethnic forces will work 
itself out in the theater of armed rebellion. The 
outcome will largely depend on the degree to 
which armed opposition forces are able to mount 
a unified resistance against the government. Given 
an unresolved border dispute with Eritrea, the 
violent anarchy in Somalia, and the instability 
that is expected in Sudan after a January 2011 
referendum on southern Sudan’s independence, 
Ethiopia’s slow but seemingly inevitable descent 
into all-out conflict is certain to make an already 
unstable region even more dangerously chaotic. 

I am a strong believer in the ability of demo- 
cratic politics to usher in a more stable polity. Like 
Amartya Sen, I believe freedom is both an end and 
a means to development. It is true that democracy 
can be messy even in the best of circumstances, -in 
societies not deeply fractured by all kinds of pri- 
mordial affiliations. In societies such as Ethiopia, 
where authoritarian rulers have for decades delib- 
erately fomented and exploited existing ethnic 
cleavages, establishing a functioning democratic 
system will not be easy. But, as amply demonstrat- 
ed by Ethiopia’s experience, dictatorships are even 
messier. Under the facade of stability, they breed 
hopelessness and despair that eventually explode 
into anarchy. 

The stark divisions in Ethiopia’s body politic 
make meaningful democratic dispensation the 
only possible tool for national stability. Democracy, 
in other words, is not a luxury that Ethiopians 
can enjoy after authoritarian rule has ensured 
enough economic development. It is a necessity 
for Ethiopia’s survival as a nation. 

Ethiopians’ desire to achieve this objective 
through a peaceful process during the 2005 elec- 
tion was dashed by the ruling party’s myopic 
determination to stay in power. And this hap- 
pened with the quiet acquiescence of Western 
powers, who were equally driven by short-term 
strategic interests—specifically, an interest in 
fighting Somalia’s Islamist militias. 

As a result, the possibility of a smooth demo- 
cratic transition while Meles and his party remain 
in power has been more or less lost. The question 
now is whether the political forces that will shape 
post-Meles Ethiopia ‘have learned the lessons of 
previous lost opportunities and are wise enough 
not to repeat past leaders’ mistakes. E 
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African Economies’ New Resilience 


PETER M. LEWIS 


he economic repercussions of the global 
financial crisis that began in 2007 have 
steadily swept through the regions of the 
world. In the early stages of the crisis, there was 
some hope that Africa would escape the turbu- 
lence that afflicted the US 
and European financial sec- 
tors, because most African 
countries have been mar- 
ginal to these markets. But 
this expectation proved misplaced, as the general 
slump in the international economy .was quickly 
transmitted to Africa through the mechanisms of 
trade, investment, and financial shocks. 

What had been 'a promising, extended episode 
of regional growth thus ended abruptly, and many 
African countries once again faced, at least in 
the short term, the prospect of economic decline 
and deepening poverty. The continent’s economic 
growth slowed to just: over 1 percent in 2009. 
Lagging economies and reduced capital flows 
have meant diminished employment and incomes, 
strained coping mechanisms, and stressed public 
finances. 

Not surprisingly, some commentators have 
detected in today’s circumstances echoes of the 
protracted stagnation and decline that African 
economies experienced in the 1980s and 1990s. 
And, to be sure, recent dislocations in the com- 
modity and financial markets have set Africa back. 

But current troubles should not be interpreted 
simply as a reprise of the 1980s, inevitably to be 
followed by another era of crisis and malaise. 
The recent downturn. is substantially different 
from the economic predicament that the region 


- Governments ` 
.& Markets 





Last in a series 





PETER M. LEWIS is an associate professor and director of the 
African studies program at the School of Advanced Interna- 
tional Studies at Johns Hopkins University. His books include 
Growing Apart: Oil, Politics, and Economic Change in 
Indonesia and Nigeria (University of Michigan Press, 2007). 


193 


experienced in earlier decades; and responses to 
the downturn, both by Africans and by external 
actors, have been substantially different as well. 

Indeed, the continent's present economic condi- 
tion highlights the marked changes that have been 
made in the governance of African economies— 
particularly when it comes to macroeconomic 
management and to political systems’ reactions 
to adversity. African governments throughout the 
current crisis have largely sustained their central 
policy orientations of the past decade, and there 
has been little evidence of strong populist or pro- 
tectionist reactions. 

Most governments in the region have acted 
pragmatically to mitigate the effects of damaging 
external shocks, and improvements in external 
conditions have begun to aid'in the recovery from 
the downturn. The course of the crisis suggests, 
too, that African countries are now situated dif- 
ferently within the global economy; and may draw 
on a greater array of capital and investment flows 
than were previously available. 

In Africa there are signs not just of economic 
buoyancy, but also of political resilience. The 
prevalence of elected governments, and societies’ 
broader scope for civic action, have provided out- 
lets for popular grievances and demands. While 
most African governments have limited fiscal 
space for remedial stimulus programs or social 
safety nets, popular reactions to the economic 
downturn have not broadly unsettled the region’s 
regimes. Many countries have experienced politi- 
cal turbulence in hard times—from South Africa 
and Kenya to Ghana and Senegal—yet African . 
publics have largely worked within prevailing sys- 
tems to press their claims. 

That said, it must be noted that the recent cri- 
sis has also accentuated long-standing -problems 
in the region's postcolonial experience. Africa's 
dependence on commodity exports, its wide- 
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spread poverty, and its weak institutions pose 
continuing challenges for economic revitalization. 
Although a forgiving external environment is 
now fostering recovery frorn the economic slump, 
major challenges involving structural change, 
institutional renovation, and governance still face 
African states seeking to reach more stable trajec- 
tories of development. 


THE UNFOLDING CRISIS 

The evolution of the international downturn 
is by now well known. In early 2007, America’s 
housing bubble began to deflate and its subprime 
mortgage market fell into distress. This initial 
failure affected the banking industry, along with 
securities and equity markets. The collapse of 
the US financial services firm Lehman Brothers 
in September 2008 accelerated the breakdown of 
financial markets in the world’s leading- econo- 
mies. In subsequent months the financial sham- 
bles created a widening international recession 
as investment and lending plummeted, growth 
slowed, and unemployment expanded in most 
upper-income countries. The effects of declining 
international trade and capital flows rippled out- 
ward as the crisis deepened. Major emerging econ- 
omies, including China and India, were adversely 
affected. Poor countries were soon exposed to 
these negative shocks. : 

In the initial stages of the crisis, some analysts 
of African economies sounded a note of cautious 
optimism, suggesting that the region might not 
be seriously affected by the turmoil in the richer 
economies: Africa accounts for only about 2 per- 
cent of global trade and 3 percent of foreign direct 
investment, and is largely decoupled from global 
financial markets due to its comparatively small 
banking sector, stock eens and securities 
markets. 

Moreover, except for pockets in a few countries 
such as South Africa, Nigeria, and Ghana, the 
continent's real estate has not been a site of specu- 
lation linked to financial markets. Paradoxically, 
Africa’s global economic marginality, long cited as 
an impediment to development, had the potential 
to protect the region from the contagion at the 
center of the world economy. 

These expectations were not borne out, as slob- 
al trends soon buffeted Africa. In contrast to the 
advanced economies, where the crisis was trans- 
mitted through: financial.markets, most African 
countries began to suffer on account of drops in 
trade, investment; and other capital flows. Global 


trade volumes contracted by an estimated 12 
percent from the latter part of 2008 through the 
early months of 2009, causing a decline in both 
the price and the quantity of most of Africa’s key 
commodity exports. . 

In early 2009, oil prices plunged by two-thirds 
from their apex levels of 2008, while copper and 
aluminum prices dropped by more than half. 
Agricultural commodities, though not as sharply 
affected, followed the general trend. Palm oil pric- 
es were halved, tea and cocoa prices were down 
by a fifth, and maize and cotton prices slumped 
by about a third. Recent estimates by the World 
Bank show that Africa’s 2009 exports shrank by 
5.2 percent from the previous year, paralleled by 
an equal decline in imports. 


AVENUES TO DISTRESS 

Trade has long been the critical channel of 
transmission for Africa’s commodity-based econo- 
mies,. but other mechanisms are also significant: 
External investment flows, foreign remittances, 
and development aid represent important sources 
of financing.and growth for many African econo- 
mies. As the global crisis unfolded, all of these 
channels contributed to distress. 

Foreign direct investment, after several years 
of rapid growth, declined by at least a fifth 
across the region. While much of the slowdown 
in foreign investment was concentrated ‘in the 
petroleum and mining sectors, economies not as 
dependent on these sectors faced adversity as well. 
Meanwhile, two significant sources of capital in 
the region, China and South Africa, have faced 
domestic economic challenges that may continue 
to hamper the pace of their investment. 

Flows of portfolio investment, though mod- 
est for most African economies other than South 
Africa, also subsided’ as stock markets and other 
exchanges buckled. In 2006, Africa had received 
an unprecedented net inflow of about $19 billion 
in portfolio investment; two years later it expe- 
rienced a net outflow of nearly $17 billion. Last 
year the region attracted only a trickle of inward 
investment. The Nigerian stock market crashed 
in early 2009, losing two-thirds of its value com- 


_ pared to its peak of the previous year, while the 


South African index fell 45 percent over the same 
period. 

Remittances from Africans living overseas are 
a large source of financial flows to the region, 
providing at least $20 billion across sub-Saharan 
Africa in 2007 (compared with about $29 bil- 


lion in foreign direct investment and $35. billion 
in. foreign aid). As the recession’ deepened in 
the United States, Europe, and thé Middle East, 
Africans abroad reduced their transfers. home, 
lowering Africa’s remittance income by 6 to 8-per- 
cent in 2009, according to the World Bank. This 
probably underestimates the long-term reduc- 
tion, since an unknown number of migrants have 
returned from abroad with their savings. Such a 
transfer of outside assets can momentarily slow 
the decline in financial flows, but-a. diminishing 
.pool of external migrants can cause future remit- 
tances to slacken. 

Remittance income furnishes an essential Gop: 
ing mechanism for tens of millions of Africans, 
and curtailed flows will mean increased hardship 
across much of. the region; especially in smallér 
countries such as Lesotho and Cape Verde; among 
major sources of migrants such as Nigeria, Ghana, 
Senegal, Mali, and the Democratic Republic of 
Congo; and in southern. African nations where 
intra-regional migration is an Haportant feature, of 
livelihoods. 

Foreign . assistance, 
essential for many . African 
countries, faces uncertain 
prospects. The general expec- 
tation is that’ development 
aid-may be trimmed as eco- 
nomically .distressed wealthy 





The region’s performance has 
been more than just an — 
artifact of commodity markets. 
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sial, it is clear that the availability of malulaiera 
resources has not diminished: ` - 


UNEVEN TERRAIN 

The tumult'in the global economy has altered 
African countries in different ways. Overall, eco- 
nomic growth on the continent has declined sub- 
stantially. Last year, sub-Saharan aggregate growth 
slowed to just 1.1.percent, while-for the first time 
in a decade per-capita growth turned. negative 
(minus 0.6 percent). The region’s growth prospects 
have recently improved, however, and current 
World Bank projections anticipate .a 3.8 percent 
expansion this-year, and 4.6. percent in 2011. ` 

Still, this represents an abrupt break from the 
impressive growth that the. region had experi- 
enced in recent years, which averagéd more than 
6 percent.annually from.2003 to 2008. And the 
relatively: anemic pace of the projected recovery. ` 
will -offer limited space for increases in incomes 
or reductions in. poverty:. The downturn: has: 
already returned several million Africans to ‘pov- 
erty, jeopardizing a fragile trend toward -better 
livelihoods in. many parts. of 
the region. Many Africans, 
affected by unemploy- 
ment, the loss of remittance 
income, lower-returns on 
agriculture; reduced demand 
in some. markets, and strains 





countries place greater pri- 
ority on domestic needs. Current statistics are 
lacking, but recent aid commitments at donor 
meetings have lagged behind targets set at a 2005 
Group of Eight summit hosted by Britain. There 
are indications that transfers:to ‘Africa have fallen 
from their historical peak in 2008. All this raises 
questions about the medium-term trend of devel- 
opment assistance if economic sluggishness per- 
sists in major donor countries. ~ 

Multilateral financial institutions (the 
International Monetary Fund, the: World Bank, 
and. the African. Development Bank), traditionally 
the lenders of: last resort, have faced mounting 
demands for short-term compensatory finance 
during the global economic crisis. This has given 
rise to concerns that their reserves might.be insuf- 
ficient to meet commitments. But in fact, the IMF 
has substantially bolstered its reserves and accel- 
erated its lending to -Africa, from $1.1 billion in 
2008 to more than $3 billion last year. The World 
Bank in 2009 boosted lending by nearly half. 
While the effects of such transfers: are controver- 





on already weak government 
services, are experiencing additional stresses on 
their frail subsistence and coping mechanisms. . 
But the effects of the downturn are not playing 
out uniformly.across the region. According to IMF 
data, Africa's oil-exporting economies (including 
Nigeria, Angola, Cameroon, and ‘the Republic of 
Congo), which are concentrated around a single 
source of earnings, have experienced some of the 
largest revenue shocks. At the same time, they 
retain a measure of fiscal capacity to weather the 
turbulence in global markets. A substantial recov- 
ery in oil prices has improved these countries’ 
position and will ee provide ee in the 
near term. E 
A distinct .set of middle-income countries 
(including South: Africa, Botswana, Mauritius, 
and. Namibia) reflects greater economic diversity, 
though several of these rely heavily on solid min- 
eral exports. Economic growth‘in this‘ group: has 
also slowed, variously affected by sagging mineral 
prices (South Africa,-Botswana, and Namibia), 
lower tourism receipts (Seychelles), and troubled 
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textile markets (Mauritius). South Africa, with a 
large banking industry. and more extensive finan- 
cial markets than other African countries, is more 
exposed to international financial ‘dislocation. 
Although these countries face uncertain prospects 
for growth, they also have significant fiscal and 
societal resources that can provide a measure of 
buoyancy. 

Africas low-income countries (including Benin, 
Ghana, Mali, Ethiopia, Kenya, Tanzania, Malawi, 
Mozambique, Rwanda, and several others) have 
performed relatively well in recent years, and 
appear to be experiencing a shallower downturn 
than their higher-income or oil-rich neighbors. 
After a five-year run of growth averaging over 7 per- 
cent annually, these economies slowed to 4.5 per- 
cent growth in 2009, and may approach 5 percent 
this year. Most of these countries rely on agricultur- 
al exports that have experienced less volatility than 
other commodities, and they are largely detached 
from global financial markets. Governments in 
these nations, many of which are dependent on 
donor-provided budget support, have limited fiscal 
maneuverability in any case. 

Prospects are more muted 
for a set of post-conflict and 
unstable states (including 
Liberia, Sierra Leone, Togo, 
Ivory Coast, the Democratic 
Republic of Congo, Burundi, 





Capable state authorities are a 
requisite for structuring and 
managing market economies. 


Cup this year. Kenya, still struggling to recover 
from its political violence of 2008, saw tourist vol- 
ume increase last year by nearly a third. In short, 
many sectors and activities across the continent 
have rebounded to a considerable degree from the 
depths they reached in early 2009. 


NOT THE 1980s 

Although the downturn has produced dislo- 
cation and hardship, the current’ circumstanc- 
es are notably better than those that prevailed 
during Africa’s protracted crisis of the 1980s, 
which involved a steep economic decline followed 
by more than a decade of stagnation, political 
upheaval, and worsening poverty. 

In the early 1980s, a combination of price 
shocks, rising debt, and global recession 
sparked widespread economic distress in sub- 
Saharan Africa. The downturn was aggravated 
by fiscal crises, unworkable policies, and lag- 
ging economic and governmental reforms. The 
region’s economies contracted by 0.5 percent 
on average from 1980 to 1987, while per capita 

incomes declined by 3.7 
percent. Donor-induced 
austerity and adjustment 
programs were slow to 
arrest regional decline, and 
Africa did not show signs 
of increased growth until 





and Zimbabwe) that are des- 

ignated as “fragile” economies by the IMF. Not sur- 
prisingly, these countries have grown more slowly 
than others in Africa, averaging about 3.5 percent a 
year during the continent's recent run of relatively 
strong growth. These economies, weakly integrated 
into global markets and highly aid-dependent, have 
seen modest downturns and face tepid prospects 
for growth. 

Another way to look at the economic land- 
scape is to consider effects by sector. Commodity 
prices, for example, have recovered from last year's 
trough, and prices for, certain things (including 
copper, gold, aluminum, coffee, tea, cocoa, and 
cotton) have even surpassed their pre-crisis levels. 


Some economic sectors such as telecommunica- - 


tions and infrastructure activities are likely to 
resume growth as investment recovers. Tourism, 
meanwhile, which was expected to be seriously 
depressed by the downturn, has proved more resil- 
ient than anticipated. Growth in tourist entries to 
South Africa slowed as a result of the global reces- 


sion, but will likely rebound with the soccer World 





the late 1990s. 

In recent years, the international economy has 
again conveyed powerful, temporary shocks to 
Africa, but as the economist Harry G. Broadman 
and some others have noted, most countries in 
the region are better positioned to manage these 
challenges than was formerly the case. The differ- 
ences are evident along four dimensions: macro- 
economic performance, a new external context, 
domestic policy responses, and the changing con- 
text of governance. 

Africa’s current macroeconomic position is dra- 
matically stronger than in the early 1980s. Since 
the late 1990s, most countries in the region have 
experienced accelerating growth, with average 
growth rates, as noted, exceeding 6 percent from 
2003 until the global downturn began. Among 
all categories of countries, fiscal balances have 
improved, and a majority of countries managed to 
achieve budget surpluses during the three years 
preceding the crisis. Over that same period, most 
African economies maintained moderate-to-low 
inflation and stable exchange rates. 


Further, the region’s debt burden has sig- 
nificantly eased due to relief initiatives under- 
taken by the: IMF, the World Bank, and the 
African Development Fund, which have retired 
large volumes ‘of bilateral and multilateral debt. 
Average indebtedness in 1982: was a third of gross 
domestic product and a staggering 135 percent of 
exports; five years later these figures had actually 
increased to half of GDP and twice the value of 
exports. By contrast, African debt in 2008 totaled 
about 10 percent of regional GDP and 40 percent 
.of exports. Debt service in 2007 averaged about 14 
percent of export earnings. Debt overhang, which 
in the 1980s stifled prospects for many countries, 
has not been a factor in the recent ‘financial tur- 
bulence. 

Several African states in the years before the 
crisis accumulated substantial foreign exchange 
reserves that could offset some of the shocks 
of the global. turmoil. Nigeria, for. example, 
increased its external “reserves from about $3 
billion in 2000 to. more than “$60 billion in 
2008. Other oil exporters also accumulated 
reserves, as did mineral-rich economies such as 
South Africa and Botswana. For a select group 
of countries, including the largest economies in 


ar A 


Africa: Unity, Sovereignty, and Sorrow 
PIERRE ENGLEBERT 

“Englebert offers new angles on old contro- 
versies.... Refreshingly contrarian yet totally 
comonsensical, his book is meant to become 
an instant classic.”—Célestin Monga, 

MIT and World Bank « hc $65 e pb $26:50 


China's New Role in Africa 

IAN TAYLOR. i 
“A brilliant book, balanced and logically 
convincing. Taylor succeeds in debunking 
many misperceptions about the Sino- 
African relationship.”—Lanxin Xiang, 
Survival • hc $55 ¢ pb $25 


‘FORTHCOMING!, 
Museveni’s Uganda: 


Paradoxes of Power in a Hybrid Regime 
-Aiu Marı Tripp ° hc $59.95 © pb $22 


African Economies’ New Resilience © 197 


sub-Saharan Africa (South Africa and Nigeria), 
reserves offered a cushion that allowed them to 
reduce the volatility of currencies and sustain 
public spending in’ the face of revenue losses: 
Nigeria burned through a third of its reserves in 
just a few months early last year, but was able 
to stave off some of the dislocation caused:by a 
precipitous-decline in ‘oil prices. 

During much of the past decade, important 
trends in the international economy have benefit- 
ed sub-Saharan Africa. Global commodity. pricés 
have increased sharply; recent'years have seen the 
longest and steepest price. boom since. the: -early 
twentieth century. While petroleum has led the 
way, minerals and ‘agricultural commodities have 
also advanced. Unquestionably, the commodity 
boom has driven a substantial portion of African 
growth in recent years, since most countries rely 
heavily on a narrow range of commodity exports 
for revenues and livelihoods. — 

There are indications, however, that the region's 
performance has-been more than just an artifact ` 
of commodity markets. During the boom period; 
according to an IMF analysis, even as oil revenues 
surged, non-oil GDP grew faster ‘than the rate for 
overall GDP (including oil). 
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An important additional element of the 
improved external context has been a rapid rise 
in private capital flows to the region. Foreign 
direct investment in sub-Saharan Africa increased 
nearly five-fold in less than 10 years, peaking at 
over $35 billion in 2008. Moreover, Africa in the 
past decade began to attract significant amounts of 
portfolio investment as stock markets: proliferated 
and capital controls were eased. > 

The entry of new actors into African: markets 
has been a crucial development. An array of inves- 
tors has brought new resources to economies in 
the region, significantly. diversifying the pattern 
of investment seen in earlier decades. The lead- 
ing actor in this regard is China, with its asser- 
tive push to expand economic engagement on 
the continent. China, through direct government 
links- and the activities of numerous firms, has 
dramatically increased trade with the region while 
boosting aid and lending to dozens of countries. 
Chinese companies have undertaken large invest- 
ments in the energy and mineral sectors, and 
have also made diverse forays into infrastructure, 
manufacturing, and other 
activities. 

Another important source 
of investment comes from 
within the region, as South 
African investment has.. 
expanded throughout the 





In Africa there are signs not just 
of economic buoyancy, but also 
of political resilience: 


Balanced budgets, :limited inflation, realistic 
exchange rates, higher returns for agricultural 
producers, and more competitive trade and invest- 
ment frameworks have enabled African countries 
to attract investment and improve management of 
their resources. Most African governments over 
the past 15 years have taken steps to limit public 
sector payrolls and profligate spending, reduce 
state ownership and administrative control, and 
open important sectors such as finance to wider 
flows and invéstment. 

In ongoing debates. over donaei eco-. 
nomic liberalization in Africa, critics have empha- 
sized the liabilities of receding public services, 
lagging investments in infrastructure, widespread 
market failure, regulatory shortcomings, and cor- 
ruption. Indeed, despite Africa’s improving record 
of growth, there has been limited evidence of pov- 
erty reduction or improved equity in the region's 
highly skewed economies. A syndrome of “growth 
without prosperity” is apparent in many- coun- 
tries, especially those reliant on oil or mineral 
enclaves for much of their revenue. 

Compelling evidence, 
however, argues for the 
idea. that better macroeco- 
nomic management and 
more flexible approaches to 

“market factors—of the sort 
encouraged ‘by international 





continent since the end of -- . , « 


apartheid. South African firms have ventured well ° 


beyond their traditional mining activities; their 
investments now encompass telecommunications, 
hotels, retail, agriculture, and other areas. Indian 
firms have also increased their involvement in 


Africa, while Malaysia has invested in: the petro- ` 


leum sector. 


THE REFORM EFFECT 

But other trends beyond debt levels, commod- 
ity prices, and the like have mitigated the impact 
of the global downturn and increased African 
nations’ economic buoyancy. Domestic ‘efforts 
toward economic policy reform, extending more 
than a decade in many countries, have better 
positioned African economies to take advantage of 


external developments. Despite continuing con- `> ` 


troversies over the appropriate scope of economic 
reform, a‘number of observers have pointed out 
the emergence of stabler macroeconomic policies 


and a more pragmatic approach to. state-manage- . 


ment of.economies. ; ' 





donors—have helped foster 
the increasing pace of growth since the mid- 
1990s. An improved policy framework is neces- 
sary, though it is often insufficient, for écoriomic 


‘ transformation. 


Improved governance has been the other salient 


. component of economic performance. The pro- 


tracted economic crisis‘of the 1980s.was.identified 
with entrenched authoritarian rule throughout the 
continent. An array of single-party and military 
regimes maintained state-dominated economic 
systems that were managed through the discre- 


- tion of personal rulers. These governments often 
. followed dissolute fiscal practices, pursued insular 


policies, and fostered weak institutions. Economic 
crisis, followed by donor-induced austerity, lim- 
ited regimes’ ability to sustain patronage networks 
and populist largesse. The resulting political ten- 


‘sions toppled dozens of regimes, opening the way 


to a wave of political reform and democratization 
in the 1990s. 
Political change has produced uneven effects 


- across. Africa, from the liberal democratic ‘trends , 


seen in Ghana and Benin, to dominant party 
rule in Zambia and Namibia, to electoral forms 
of -authoritarian rule in Ethiopia and Uganda. 
Nonetheless, common elements of improved gov- 
ernance in the economic domain have emerged in 
many countries in the region. Governments have 
increasingly delegated some authority to techno- 
cratic managers in the economic sphere, intro- 
ducing a level of prudent management into the 
economic policy process. Many regimes have con- 
ceded space to independent media, civil society 
groups, or opposition elements that seek account- 
ability and improved economic performance from 
government. 

A measure of institutional development has 
also: emerged, after the hollowing out of the 
1980s and the retrenchment of the early 1990s: 
Many governments have taken:steps to develop 
. regulatory structures, renovate legal codes, bolster 
oversight capabilities in areas such as banking 
and telecommunications, and develop capacity in 
‘budgeting or service delivery. Of course, the limi- 
tations of such reforms are also clear, since Africa’s 
institutional capabilities and-policy frameworks 
still compare unfavorably with those of other 
developing regions of the world. 


CONTINUING CHALLENGES 

Near-term prospects for the region’s economies 
are encouraging when one considers the enor- 
mous shocks of the recent crisis and the depth of 
the global downturn. Africa ïs likely to rebound 
nicely. However, while the crisis has highlighted 
the region's new resilience, it has also underscored 
, continuing challenges to growth and economic 
change. 

Economic performance-in sub-Saharan Africa 
reflects long-standing structural problems and 
skewed linkages with the global economy that 
hamper growth, diversification, and the improve- 
ment of livelihoods. African countries continue 
to rely for essential revenues on a narrow range 
of primary commodity -exports, leaving them 
vulnerable to price fluctuations and other sources 
of volatility in external markets. Many countries 
rode the commodity boom of the past decade 
and may recover after the price dips of the past 
year. But their prospects further down the road 
will continue to depend on uncertain prices and 
demand in export markets. 

The growth of the past decade has not been 
accompanied by diversification from traditional 
exports or the expansion of other sectors, such as 
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manufacturing and value-added services. Indeed, 
many countries, ranging from Nigeria and South 
Africa ‘to Lesotho and Zambia, have experienced 
additional stresses on their manufacturing sectors 
as Asian exports have overshadowed domestically 
made goods, and as the region’s exports continue 
to be constrained by receding demand. The global 
crisis has accentuated the continuing challenge of 
diversifying African economies to achieve greater 
competitiveness and wider employment. The iner- 
tia of agriculture is another significant problem, 
as widespread reliance on small-holder, rain-fed 
production has not yielded increases in productiv- 
ity or incomes. 

External capital flows remain‘a driving element 
in most African economies. At least a dozen low- 
income countries depend on budget support from 
the donor community for their fiscal viability, and 
the volume of lending and aid: will for nations 
throughout the region be-critical for recovery 
from the current downturn. But apart from donor 
resources, longer-term private capital flows will 
shape productive capabilities for countries at all 
levéls of development. Investments in infrastruc- 
ture, manufacturing, agriculture, finance, and 
other service activities are integral to the transfor- 
mation of these economies. 

In order to attract. and utilize such flows, 
African countries must develop their institutional 
and policy frameworks to improve conditions for 
production and exchange. Enhanced conditions 
for private capital—which will also entail greater 
government capacity and improved provision 
of public services—are necessary for sustained 
growth and diversification. 

This leads directly back to the issue of gover- 
nance. Capable state authorities are a requisite 
for structuring and managing market economies. 
Accountable regimes’ are the basis. for furnish- 
ing public goods..and: responding to popular 
needs. Political reform and incipient democra- 
tization have gained ground throughout much 
of Africa, yet too many states are encumbered 
by entrenched presidents, dominant parties, and 
insular political elites. Many countries display 
persistent syndromes of corruption, rent-seeking 
alliances with business cronies, and pervasive 
political influence throughout the economy. The 
longer-term challenges of economic develop- 
ment in Africa will turn on the process of politi- 
cal reform and the emergence of governments 
that provide a supportive foundation for growth 
and welfare. ` E 
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Zuma’s First Year 


R.W. JOHNSON 
outh African President Jacob Zuma’ has candidate list. These included Trevor Manuel, 
Sm a long fight for political survival. In the Mbekiite former finance minister, who ‘was 
recent years his fight was joined by many placed at number 4 on the list despite the bitter 
who resented former President Thabo Mbeki'’s hatred that his name provoked in the SACP and 
arrogant, manipulative, and Machiavellian style the ‘Congress of South African Trade Unions; 
of rule. Thus it was widely assumed that Zuma’s three of Mbeki’s provincial premiers (though 
victory in elections a year ago would bring a fresh none retained his premiership); Mbeki’s former 
start in many directions. health minister, the wholly discredited Manto 
Instead, a year into Zuma’s presidency, faction- Tshabalala-Msimang (though she was . quickly 
alism in the ruling African National Congress appointed instead, to the horror of health experts, - 
(ANC) has worsened. Government paralysis has as an African Union goodwill ambassador whose 
simply rigidified. And all of South Africa’s old brief was to improve “mother and child health” 
problems have re-presented themselves, aggra- in Africa as a whole); and Winnie Madikizela- 
vated in the past year by a deep recession. Mandela, Nelson Mandela's former wife (though 
Zuma’s ANC approached the April 2009 general her conviction on 43 counts of fraud should have 
elections with. several agendas. The first was to made her ineligible to run, and she had been fined 
eliminate Mbeki’s imprint from the party. Zuma for non-attendance in her previous parliamentary 


had deposed Mbeki as party leader in late 2007 term). 
at an ANC conference at Polokwane; nearly a year 


later, Mbeki had been forced to retire from the MUDDLED OPPOSITION 


nation’s presidency when it became clear that -he For its part, COPE had chosen a Methodist 
was almost constitutionally incapable. of ceasing bishop, Mvume Dandala, to lead its party list for 
to conspire against Zuma. Now, through the ANC’s the April elections. This was an attempt to take | 
decision to drop no fewer than 133 sitting parlia- the moral high ground, but also to consolidate 
ment members from its candidate list, the transi- support in the Xhosa community in the Eastern 
tion was complete. Cape province by nominating a Xhosa to run 
The second item on the agenda w was to defeat the against.Zuma, a Zulu. (Mbeki, too, is a Xhosa.) 
Congress of the People (COPE),.a party that had The ANC, to counter this move, retained as 
splintered from the ANC with Mbeki’s tacit sup- many Xhosa heavyweights as it could, including 
port. A “war room” directed by Blade Nzimande, not only Madikizela~-Mandela but also Phathekile 
the leader of the South African Communist Party Holomisa, a leader of the traditional Xhosa chiefs; 
(SACP) and a key Zuma ally, was set up inside ANC Enoch Godongwana, an Eastern Cape politician; 
headquarters at Luthuli House for this express and some key Mbeki clients, such as Charles 
purpose. Ngakula and Nosiviwe Mapisa-Nqakula. The 
And finally, the ANC had to unite behind Zuma. ANC’ electoral prospects were aided by COPES 
Hence a number of odd names, some closely organizational shambles; the party could not even 
associated with Mbeki, appeared on the party's get its posters up until late in the campaign. 


The traditional opposition party, the Democratic 
Alliance (DA), also made the ANC’s task easier 
R.W. JOHNSON is the author of South Africa’s ‘Brave New (DA), 


World: The Beloved Country Since. the End of Apartheid by concentrating almost all of its efforts on the 
(Allen Lane, 2009). Western Cape province, where Helen Zille was the 
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party’s candidate for premier. The DA did, how- 
ever, manage to get South Africa’s Constitutional 
Court to grant the vote to registered expatriate 
voters, despite the opposition of the ANC and of 
the Independent Electoral Commission, which 
was full of ANC appointees. 

The ANC won the elections handily, with 65.9 
percent of the vote. This, however, was almost 4 
percentage points below its 2004 showing, and 
the ruling party was left three seats short in the 
National Assembly of a two-thirds majority. The 
DA shot up to 16.7 percent, gaining over 1 million 
votes over its 2004 performance. In the Western 
Cape, where its vote more than doubled, the DA 
won an outright majority. 

Early in the campaign, polls had showin COPE 
biting deep into the votes of both the ANC and.the 
DA. ‘But COPE'’s ratings fell steadily ‘as it became 
clear that the party was disorganized and also 
that it replicated many of the ANC’ failings. For 
all its anti-corruption rhetoric, COPE picked Allan 
Boesak, who had served a jail sentence for cor- 
ruption, to head its Western Cape list after Boesak 
had set- his price too high 
for Zuma. COPE ended up 
' with 7.4 percent of the vote, 
scoring ‘best in the Northern 
Cape (15.9 percent), the 
Eastern Cape-(13.3 percent), 


There is little sense of initiative 
‘or leadership, and ministers 
do much as they please. 
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to evict Mbeki, 'would go their own way and often 
come into conflict. 

The central group within the ANC consists of 
non-Communist African nationalists, many of 
them involved in a variety of economic activities 
that are parasitic on the ANC and the government. 
They have no real political ideology and just wish 
to be left-alone to prosper, by hook and often by 
crook. 

In addition, the government spends heavily — 
on the traditional bureaucracies of the finance 
ministry, the reserve bank, and the revenue ser- 
vice—institutions’ that have not been much tam- 
pered with because they lay the golden eggs. 
Economic policy remains securely in the hands of 
this interlocking bureaucracy. And, much to the 
lefts frustration, Zuma is keen ‘to keep the flow 
of golden eggs intact: Manuel for long symbolized 
this bureaucracy; his successor, Finance Minister 
Pravin Gordhan, has also been. captured by it. 

The other principal faction in the ANC consists 
of the SACP and the Congress of South African 
Trade Unions (Cosatu). The latter has now open- 
ly declared its loyalties to 
dialectical materialism and 
proletarian socialist revolu- 
tion—that is, it has discarded 
any remaining pretense that 
it is something more than an 





and the Free State (11.1 per- 
cent). Most of COPES vote 
was taken away from the ANC, but it also gained 
-at the expense of other smaller panes, which suf- 
fered a catastrophic drop. 

The ANC, though it won the Sections none- 
theless suffered its first serious electoral reversal 
since 1994. It saw its votes decline, both in shares 


and absolute numbers, in all provinces save 


Mpumalanga and KwaZulu-Natal. In Gauteng 
alone the ANC was down by 690,000:votes. What 
saved the day for the incumbent party was a mas- 
sive turnout for Zuma among his fellow Zulus. A 
surge of Zulu nationalist fervor accounted for the 
ANC’ gains in Mpumalanga (plus 173,000 votes) 
and, above all, in KwaZulu-Natal (plus 944,000 
votes). 


THE LEFT MOVES IN 

Zuma, after he was sworn in as president in 
May 2009, strived to keep together the coalition 
that had carried him to victory at Polokwane. It 
quickly became clear, however, that the coalition’s 
disparate elements, no longer united by the need 





SACP union.. 

Both the union leadership 
and the SACP had clearly decided last ‘year that 
they must adopt a vanguard role, driving the ANC 
along and, in effect, forcing the party to assent 
to their conception of the platform adopted at 
Polokwane. Toward this end the left achieved 
some success after the elections, provoking at 
least one observer to draw comparisons with the 
creeping communist coup in Czechoslovakia in 
1948. — 

Both Nzimande and Honing Cronin, the SACP’s 
top leaders, were given important government 
jobs, even though the SACP constitution stated 
that its office-holders work full time, and are 
not available for other jobs. Rob Davies, another 
longtime SACP- activist, was named minister’ for 
trade and indusiry. And, a week before the elec- 
tion, Cosatu got Zuma to agree that its nominee, 
Ebrahim Patel, would be given the new oy. 
for economic planning. 

When Manuel, the finance minister from 1996 
to 2009, emerged as the minister in charge of a new 
planning commission based inside the presidency, 
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Cosatu tried all it could, both publicly and pri- 
vately, to marginalize him and to insist that Patel 
be given primacy. Zuma finally ruled in favor of 
Cosatu, and Joel Netshitenzhe, an Mbeki confidant 
who had warned of growing interference by the far 
left in government, was quickly forced to resign. 

At the same time, both Cosatu and the SACP 
began to make policy statements on their own. 
The SACP pushed forward a vague but extremely 
ambitious national health insurance scheme that 
foresaw the forced amalgamation of the public and 
private health systems, as well as a similar scheme 
for universal social security. It also demanded the 
nationalization of mines. The ANC endorsed the 
first two proposals and dithered on the last. (There 
is, of course, no money for either the health or the 
social security initiative, and no prospect of fund- 
ing them in the foreseeable future.) 

Zwelinzima Vavi, the general secretary of 
Cosatu, announced in June 2009 that Zuma 
would serve two presidential terms: “Two terms— 
and no discussions about it—and we are very 
happy.” There was some grumbling about Cosatu’s 
calling the shots this. way, 
but the alternative—another 
bitter leadership battle in 
only three years time—did 
not suit anyone. Vavi also 
declared that “We are the 





By March 2010 there was renewed 
speculation that Zuma would 
be a one-term president. 


The trouble is, public opinion polls generally 
show only 2 percent of voters favoring the SACP, 
and Cosatu now has only 1.6 million members in 
a population of almost 50 million—an exceeding- 
ly narrow base on which to build radical change. 


THE ZULUS’ TURN 

A less obvious but still fundamental motif 
in Zuma’s first year in office has been ethnicity. 
Having waited patiently for the presidency, Zulus 
are in no hurry to give it up. Zuma’s chief backer, 
Zweli Mkhize, who could easily have chosen a 
cabinet post, opted instead for the premiership 
of KwaZulu-Natal, the traditional home of the 
Zulu nation. Within the province there is an easy 
assumption that Mkhize might succeed Zuma as 
president and that, in any case, the leadership 
will hardly be allowed to escape again to another 
Xhosa (let alone to a mere Sotho or Venda). 

The same considerations have put wind in the 
sails of other ambitious Zulu ministers, such as 
Jeff Radebe, the minister of justice and constitu- 
tional development, and Nzimande, the minister 
for higher education and 
training—both potential 
presidential aspirants. Zuma 
has also quietly appointed 
a Zulu minister of police, a 
Zulu police commissioner, 





policy makers—and govern- 
ment implements.” 

Gwede Mantashe, the SACP chairman, even 
insisted that the ANC (that is, himself) would 
evaluate and monitor the performance of min- 
isters and call them to account. And this would 
apply even to Zuma himself. Vavi went further, 
and spoke of Cosatu “recalling” ministers. Cosatu 
had, he said, developed at least 70 percent of the 
Polokwane party platform, and henceforth the 
tripartite alliance (Cosatu, the SACP, and the ANC) 
would decide everything of importance at the 
national, provincial, and local levels of govern- 
ment. Vavi would himself be available to serve in 
a senior government position once he finished his 
current Cosatu term, he added. 

Zuma, who wants to keep his coalition together 
and prefers to rule by consensus, did little last 
year to resist this determined leftward push. It has 
always been Zuma’s style to listen long and hard 
and then come down in favor of whatever seems 
most likely to guarantee unity. Given Cosatu and 
the SACP’s strength at the elite level of the ANC, 
this made it hard to adopt any line they opposed. 





and a Zulu chief justice. 

When in October 2009 
an aspirant black judge boldly opined that black 
lawyers, would not really get anywhere until 
people like Zuma stopped choosing white lawyers 
to defend them, the new chief justice brusquely 
reprimanded her for showing disrespect to the 
president—for Zuma was now the great Zulu 
patriarch. Naturally, Zuma’s own legal difficulties 
evaporated as soon as he became president, with 
judges and prosecutors all keen to hear no more 
of the corruption charges that had been levelled 
against him. 

Before long, Zuma was, to the ANC’s embar- 
rassment, celebrating his marriage to a third wife 
(polygamy is a Zulu tradition). Then, in February 
2010, he admitted he had sired a twentieth child, 
this one out of wedlock. These events prompted a 
good deal of criticism and ridicule. Zuma was rou- 
tinely pictured dancing in leopard skins, and even 
when he mounted podiums he seemed to enjoy 
singing and dancing more than speech making. 
Meanwhile,. at his home in Nkandla, unknown 
businessmen were contributing millions to build 


what was effectively a palace for the president, one 
befitting a Zulu king and his wives. Other busi- 
nessmen have allegedly financed his wives and 
children, in return for what favors no one knows. 


A RECESSION BUDGET 

Much of the government today remains in a 
state of paralysis. A year after he took office, Zuma 
has yet to work out exactly what Patel’s job is. 
There is little sense of initiative or leadership, and 
ministers do much as they please. Sometimes they 
openly quarrel with one another, just as the dif- 
ferent ANC factions have waged bitter disputes in 
public, entirely ignoring Zuma’s anguished pleas 
for unity. 

When Zuma delivered his state of the nation 
address to the parliament in February 2010, he 
spoke badly, made frequent mistakes, and ran into 
a gale of opposition criticism. Most cabinet minis- 
ters have largely abandoned the president, leaving 
only their junior ministers to support him. 

The budget that the administration produced 
this year is—to the fury of Cosatu and the SACP— 
entirely orthodox. Crafted -by Finance Minister 
Gordhan and praised by international observers, 
the budget seeks to avoid increasing the federal def- 
icit and calls for deficit reductions in future years. 
It also retains the central bank's inflation target of 3 
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to 6 percent. As such, it shows that the labor unions 
and the Communists have had no impact, in fact, 
on economic policy making. Zuma has defended 
the budget, but without seeming to understand it, 
and it is clear that the finance ministry was acting 
in effect quite independently from him. 

On entering office in 2009, Zuma promised 
to create 500,000 jobs. Instead, a recession over 
the past year eliminated 900,000 jobs. The ANC 
had parochially assumed that South Africa would 
escape the global economic downturn, and its 
election campaign was replete with promises 
of extra welfare spending. But the recession hit 
hard—gross domestic product shrank by 2.2 per- 
cent in 2009. 

The left, despite its new ascendancy, clearly had 
little idea what to do under such circumstances, 
especially since its plans for health care, social 
security, and emhariced welfare all depended on 
extra spending that could no longer be afforded.. 
Moreover, Zuma’s cteation of new government 
departments was costly, especially: as the new min- 
isters helped themselves to luxury cars and huge 
expense claims. 

The left has promoted the notion of the “devel- 
opmental state,” according to which the govern- 
ment and parastatal spending programs and state 
policy itself provide the main motor of economic 
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development. But this notion sits awkwardly with 
the fact that virtually all of South Africa’s parastat- 
als are losing money and have required billions 
in bailouts. Even Eskom, South Africa’s electric 
utility, had to cut back on planned investment in 
new power stations, and it became painfully clear 
that state investment could not lead the way out of 
such difficulties; only renewed private investment 
could rescue the situation. 

Most remarkable of all, the government's plan 
to deal with the recession was simply not imple- 
mented: The various ministries could not agree on 
who should do what, and the result was complete 
inaction, a paralysis born of sheer ineptitude and 
lack of leadership. The economy and the country 
last year drifted and rolled like a rudderless ship 
in a storm. In October 2009, a commitment to 
extend child allowances (payments to mothers for 
each of their children) up to the age of 18 kicked 
in, an obligation for which money will have to be 
borrowed abroad. 

From the outset, the Zuma government has 
faced continuous township agitation about inad- 
equate delivery of basic services. Frequently over 
the past year these protests have become violent, 
with much destruction of property. Typically, 
mayors and councillors have been accused of cor- 
ruption, usually quite accurately. But all too often, 
angry street actions have spilled over into xeno- 
phobic targeting of foreigners. 


CORRUPT TO THE CORE 
The government has responded mainly with 
words—warning that it would not stand for vio- 
lent protest, that people must be more patient and 
wait a little longer, that municipalities must get 
their houses in order, and that corrupt mayors and 
councillors would not be tolerated. None of this 
has had any discernible impact. Almost every day 
has brought fresh revelations of utterly systemic 
corruption within the public service. 
An audit report for 2007-2008, for example, 
- found that many hundreds of millions of rands in 
tenders and other contracts had been awarded by 
some 2,319 civil servants who were either direc- 
tors of companies or had a family member’ who 


played a leading role in them. Worse, absolutely 
nothing had been done about this by the end 
of 2009, so the officials in question knew they 
enjoyed impunity. 

The same circumstances pertain at the pro- 
vincial level. In 2006 the auditor general found 
that 60 percent of provincial public servants had 
private business interests, that 49 percent of par- 
liament members were company directors (and 
59. percent held shares in companies), and that 
between a third and a half of all provincial legisla- 
tors had outside business interests. That is, public 
sector corruption is not just common—it is the 
norm, and the government has clearly balked at 
trying to do anything about it. It has been esti- 
mated that as much as 30 percent of all public 
spending is creamed off in various scams. 

Naturally, the beneficiaries can be expected 
to support the lefts notion of the developmental 
state, since that is the chief engine of their own 
enrichment. Indeed, this is the true meaning of 
“African socialism”’—public sector theft erected 
into a way of life. 

With headlines blaring every day the message 
that the political elite at the national and pro- 
vincial levels is enriching itself by such means, 
and with the elite often advertising its status 
with Mercedeses and BMWs and by staying, with 
large retinues, in five-star hotels, it is ridiculous 
to think that sermons about how shack-dwellers 
must be patient in putting up with bucket toilets 
will have any effect. It is equally ridiculous to 
think that lectures against corruption will pre- 
vent mayors and councillors from viewing their 
positions as essentially a means toward personal 
wealth rather than as an opportunity for commu- 
nity service. : 

Little wonder, then, that by March 2010 there 
was renewed speculation that Zuma would be a 
one-term president. ANC elders were quoted as say- 
ing that Zuma had done his job by getting rid of 
Mbeki, but that the country simply needed a leader 
with greater capacity. No obvious successor, how- 
ever, has yet emerged. Indeed, so factionalized and 
divided is the ANC that it is not clear that either the 
party or the country is still governable. i 





More Aid Is Not the Answer 


„JONATHAN GLENNIE 


frica needs help—of this there should 

be no doubt. Some African countries in 

the past decade saw encouragingly -strong 
growth in gross domestic product (GDP), and this 
can be an important ‘part of poverty reduction. 
Yet hopes that the région would be somewhat 
immune to the recent global financial crisis have 
proved unfounded, and the continent remains by 
the far the world’s poorest. .. 

In the past two years, not only has global 
demand for African commodity exports shrunk 
(except in China), but the region’s financial archi- 
tecture has turned out to be not as independent 
from the rest of the world as had been supposed. 
And while Africa receives relatively little foreign 


to emerge. from a vicious cycle of aid depen- 
dency and lack of accountability, and to move 
toward a virtuous circle. of accountability and 
independence. The many options and decisions 
regarding aid currently on the international com- 
munity’s and African nations’ table should be 
judged in this light. And they should be assessed 
with the understanding that what matters are not 
just economic consequences, but also:-shifts in 
power and accountability. 


THE NEW AID ERA 
According to the World Bank, T coun- 
tries in 2010 face a. financing shortfall .of. up to 


` $700 billion, as a consequence of falling export 


investment compared to other parts of the world, ” 


even that has fallen significantly. 


So Africa doés need aid. The question is, what . 


kind of aid? The simple (and simplistic) calcula- 
tion at the heart of ‘the developed world’s present 
attitude toward Africa is this: Sub-Saharan Africa 
is poor; if rich countries send it more money, it 
will be less poor, and people living in poverty will 
be better off. l 

The theory seems both logical and fair. More 
aid should mean less poverty,. more schools. and 
hospitals, fewer children dying of preventable dis- 
eases, and more roads and infrastructure to sup- 
port developing economies. But, unfortunately, it 
is not that simple. Official aid to Africa (as distinct 
from private charity) has often meant more pov- 
erty, more hungry people, worse basic services 
for-poor people, and increased damage to already 
precarious democratic institutions. 

For African nations, along with other develop- 
ing countries, the recent financial crisis and the 
ongoing global downturn present an opportunity 
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receipts, remittances, and foreign investment. Aid 
has been the standard response to cash shortages 
in the past and, predictably, it is again one of the 
central issues under debate. Pressure has mounted 
both to reduce aid (as donor governments seek to 
balance their budgets and focus on national pri- 
orities) and to increase aid (to help poor countries 
that, according to the accepted wisdom, are ‘not 
responsible for the global crisis yet are suffering 
its consequences). 

As donor goyernments look for ways to cut 
expenditures on non-priority activities, some aid 
campaigners are shifting away from calling for a 
doubling of aid to Africa, instead trying to ensure 
that assistance at least does not tail off. But to con- 
tinue to focus attention on the amount of aid pro- 
vided would be both to ignore mistakes of the past 
and to miss opportunities that the present offers. 

Aid to Africa has risen year on year since the 
turn of the millennium, though ambitious targets 
set by donors have not been reached. Official 
data show development aid to Africa, depend- 


_ing on which figures you use, either doubling 


or almost tripling since 2000, with predictions 
of more increases in years to come. As Angel 
Gurria, the secretary general of the Organization 
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for -Economic Cooperation and Development, 
has observed, “We are talking here about an 
increase in official development assistance of a 
magnitude and in a time frame that has never 
been attempted before in the history of the aid 
effort.” 

Underpinning the impressive numbers are 
influential studies published in the past few years 
(such as a 2005 report on the United Nations’ 
Millennium Project, directed by the globe-trotting 


American economist Jeffrey Sachs, and a 2005. 


report by the Commission for Africa, chaired by 
then—Prime Minister Tony. Blair of Britain) that 
provide the theoretical and evidentiary basis for 
this new era of. did. These reports buttress the 
aid optimism that is now the political consensus 
in donor countries, and they seek to turn back a 
tide of literature that, beginning in the 1990s, has 
questioned the impact of aid on L porey reduc- 
tion. ~ r 
But most analysts on the continent do not share 
donor nations’ optimism thata big push in aid will 
make a big difference in the lives of poor Africans. 
It is hard to finda single African’ 
nongovernmental organization 
that is actively campaigning 
for aid increases, while many 
explicitly reject the idea that 
huge increases in assistance are . 





Very high aid receipts have 
now lasted for decades and 
have become the norm. 


ers, ‘teachers, or nurses have a meaningful. say in 
politics and economic policies.” 


` GOOD, BAD, UGLY 


Why should so many experts in Africa ques- 
tion the good that aid is doing their countries? 
Because, while most people in rich countries con- 
sider aid to be a simple act of generosity, Africans 
understand it is far more complex. 

To get a clearer picture of what is happening, 
it helps to distinguish among the various effects 
of foreign aid in Africa. One category is direct 
impacts. These are easiest to measure, and they 
are the ones about which we hear the most in the 
media—how many people have been vaccinated, 
how many schools have been -built, and so on. 
Direct impacts also include less publicized and 
often harmful side effects such as, for example, 
the displacement of people by large propos like 
dams or mines. 

A second type of impact is niei macroeco- 
nomic consequences. Large inflows of foreign 
money affect prices and incentives, and the effects 
can be damaging to poor people 
if the inflows are not managed 
well. For example, increases in 
aid to Tanzania in the late 1990s 
led to inflation; which in turn 
led authorities 'to tighten cred- 





the way to achieve growth and 
development. 

In a 2005 literature review, Moses Isooba 
of Ugandas Community Development: Resource 
Network. found that “a majority of civil society 
actors in Africa see aid as a fundamental cause 
of..Africa’s deepening poverty.” He went on to 
acknowledge that foreign assistance can make “a 
lasting difference in helping people to lift them- 
selves out of poverty,” but.he called for a radical 
rethinking- regarding the purpose and nature of 
aid giving. Charles Lwanga-Ntale of Development 
Research and Training, another Ugandan NGO, has 
observed “almost unanimous pessimism among 
African civil society and academia about the 
unworkable nature of aid, given the way in which 
it is structured and delivered.” 

According to Siapha Kamara ‘of the Social 
Enterprise Development Foundation of West 
Africa: “Official Africa tends to. be more. enthu- 
siastic about the .anticipated increase in interna- 
tional aid than civil society. . . . The more African 
governments are dependent on international aid, 
the less ordinary citizens such as farmers, work- 





it, which meant private firms 
found it harder to expand. The 
syndrome that economists call Dutch Disease is a 
potentially serious problem for African aid recipi- 
ents. When a country’s exchange rate is allowed to 
fluctuate, large aid inflows strengthen the national 
currency, which makes exports less competitive and 
imports cheaper. As a result, people depending on 
export industries suffer, as do domestic producers 
that compete with imports. 

Constituting a third and highly controversial 
category are the impacts of aid conditionality. 
Official development assistance provided by mul- 
tilateral institutions and foreign governments 
often-comes with conditions attached, and these 
in effect dictate policy ‘making. These policy 
prescriptions. have not always been helpful. For 
examplé, international demands during economic 
downturns for reduced deficits and increased 
interest rates have reflected the policies that many 
developed countries, with the sovereignty to make 
their own decisions, typically avoid. 

But even more problematic than the policies 
promoted by donors is a fourth impact of aid—its 


effect on. the relationship between. governments 
and the governed. It is generally agreed that 
African governments’ shortcomings-.in account- 


ability and effectiveness over recent decades have - 


been a major factor in the regions low. growth 
and insignificant poverty reduction. What is less 
discussed, but is becoming increasirigly clear, is 
that dependency on aid from foreign donors has 
undermined development of the basic institutions 
needed to govern and the vital link of account- 
ability between state and citizen. . 

In Mali, a recent study by Isaline Bergamaschi 
found that, as donors’ influence.over policy has 
grown, the governments will and capacity to 
‘take the lead and manage the aid relationship has 
` declined. “If the current political situation seems 
characterized by a certain degree of inertia, a lack 
of development strategy, weak capacities, and 
_ compliance with donors,” wrote Bergamaschi, 
“it can. only be understood as the result of the 
weakening of the state and donor entanglement 
in national institutions.and politics, and several 
decades of aid dependence.” Likewise, observ- 
ers have described Ghana's federal budget. as 
a facade, aimed at satisfying aid donors rather 
than serving as a genuine and thought-through 
spending plan. 


The effect of such dependency has been to ` 


retard African: civic development in fundamental 
and long-lasting ways. It is what Kamara was 
referring to when he talked about ordinary people 
not having.a meaningful say in decisions about 
_. how their countries are run. : 


OPTIMISTS AND PESSIMISTS : 

In response to gradually building pressure 
around the globe for-,more aid, the Group of 
Eight industrial nations in July 2005 met in 
Scotland and released a communiqué promising 
substantially more assistance, though not all that 
was being demanded. On top of an agreement 
to forgive large, amounts of debt, the G-8 mem- 
bers pledged $50 billion (some of. it previously 
announced) in aid to developing nations by 2010, 
of which half would go to Africa. > œ 

A spokesman for-Oxfam International,.a leading 
British NGO, commented at the time that “The G-8’s 
aid increase could save ithe lives of 5 million chil- 
dren by 2010—but 50 million children’s lives will 
still be lost because the G-8-didn’t go as far as they 
should have done. If the $50 billion: increase had 
kicked in immediately, it could have lifted 300 mil- 
lion people out of poverty in the next five years.” 
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This kind of claim is common on the aid cam- 
paigning. circuit. Campaigners need to make clear 
statements about the impacts of policies., But eyen 
allowing for the, fact that mega- -calculations will- 
always be more than slightly. arbitrary, yet. are 
still important to convey the magnitude of what 
is at stake, this statement was highly misleading. 
Why? Because it was made on the basis of a very 
lopsided analysis, which looks only at the most 
direct and beneficial outcomes of aid. 

If one. considers only the positive column on 
the balance sheet, ignoring all, the, damaging ` 
consequences | of aid, it is certainly possible that, 
if spent well, aid money could have the kinds of 
benefits alluded to. Aid spent well can put chil- 
dren through school, build infrastructure, and 
save lives. = 

But what about all the other impacts? What 
about the possibly harmful effects on exchange 
rates and prices, with’ the Serious consequenc- 
es these might have. or workers and consum- 
ers? What about the long-term conseqùences of 
consistently immature and unaccountable state 
institutions? Where are these impacts taken into 
account when we calculate millions of lives saved 


per billions of aid dollars spent? 


At the other extreme in debates about aid 
to Africa are the aid pessimists. The economist 
Dambisa Moyo ‘is‘currently the most notable of 


these; having attracted wide attention with her 


2009 book Dead Aid: Why Aid Is Not Working and 
How There Is Another Way for Africa. Moyo’s cri- 
tique of aid dependency is valid. She is right about 
the harm done to the development of effective and 
accountable governance in Africa by high levels of 
government-to-government ‘aid. But hers is not a 
serious analytical study. It is an anti-aid polemic 
of a sort common in the conservative media of the 
United States, where the only facts cited are ones 
that bolster a case, and where exaggeration is con- 
sidered par for the course. 
Rather than accepting simplistic notions—that 
more aid equals less poverty, or that aid only and 
always increases poverty—we need to look at the 
evidence. All the evidence. In contrast: to. aid opti- | 
mists and aid pessimists, who selectively use’ evi- 
dence. either to support or to dismiss aid, we need 
to recognize that the-impacts of aid are complex. 
Only when we assess these effe lass 
and systematically can we h vias y tee 
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AID REALISM 


This approach can be termed aid realism. Aid 
realism means not getting swept’ away by the 
-ethical‘clamor to “do something” when a proper 
analysis shows that what is'being done is inef- 
fective ‘or harmful. And-it means not bowing to 
an ideological anti-aid position in the face of the 
rights and urgent needs of millions of people. It 
means carefully analyzing the overall impact of 
foreign aid in African nations—first, to see how 
aid in itself can be improved, and, second, to 
question its importance in relatiori to other poli- 
cies and factors that influence development and 
poverty reduction in the region. 

-Such an analysis emphatically does not lead to 
the conclusion that the West should leave Africa 
alone. African civil society, while heavily critical of 
foreign assistance, is not sitting on its haunches in 
despair, and neither should anyone else. There are 
many positive measures that rich countries should 
take right now to help Africans reduce poverty 
and improve human rights. 

For example, far more 
money flows out of the 
continent each year than 
arrives there in aid, but 
where. are the campaigns 
to stem illegal capital 
flows via tax havens? 
Likewise, rich. countries 
need to overhaul rules on international property 
rights and foreign investment. They should act on 
climate change, and invest more in transferable 
technology. They should better regulate an arms 
trade that causes turmoil in Africa. They should 
do many things they are not doing now. l 

In fact, it will be almost impossible for African 
states to reduce their reliance on aid without the 
international community's adopting a range of 


supporting measures. If the first reason to stop 


campaigning for aid increases is that aid may be 
doing more harm than good in some countries, the 
‘second is that all the emphasis on aid is obscuring 
more important policies that the West should be 
adopting to help Africans escape poverty. 

' The dominance of aid in the Wests thinking 
about Africa is one of the reasons that other, more 
important, actions are not taken. Rich-country 
leaders are not feeling enough political pressure to 
make the important changes. Aid is easier—never 
mind all the problems it brings with it—and it 
benefits donors. . 





It is hard to find a single African 
nongovernmental organization that is 
actively campaigning for aid increases. 





After all, geopolitical considerations, not analy- 
ses of poverty, have governed most donor choices 
about aid spending. Assistance to Africa swelled 


' during the cold war and then declined in the 


1990s, when poverty on the continent was increas- 
ing sharply. Now, in the context of a global war on 
terrorism, donor nations—including particularly 
the United States—again want to use aid to influ- 
ence the politics of other countries. But aid is not 
always good for the recipient nations’ citizens and 
institutions. aw 


DECADES OF DEPENDENCY 

Dependency is the one issue that, more than 
any other, separates the current period from previ- 
ous episodes of aid enthusiasm. Aid dependency 
can be measured by looking at aid as a percentage 
of a recipient country’s GDP, and seeing how that 
ratio changes over time. When official develop- 
ment assistance:started in the 1960s, it accounted 
for 2.3 percent of African GDP, similar to the pro- 
portion in South Asia (home to large aid recipient 
like India and Bangladesh). 

What has happened 
since is instructive. While 
aid to South Asia has 
steadily declined, and now 
makes up around 1 per- 
cent of GDP, aid to Africa 
has trended the other way, 
skyrocketing in the 1980s 
and hardly falling since. It now averages around 
9 percent of GDP across Africa (excluding South 
Africa and Nigeria), with many countries receiv- 
ing much more than that. 

Since the turn of the millennium, wien this 
new era of aid began, aid increases have been 
directed not to countries hoping for a boost to 
help them out of short-term trouble, but to coun- 
tries now severely dependent on aid. When we 
look at aid levels in the rest of the developing 


` world, the contrast is stark. Only a handful of 


countries scattered elsewhere across’ the -globe, 
such as Nicaragua and Haiti and the small islands 
of Oceania, come close to the type of aid depen- 
dence seen in Africa. Vietnam, which has seen 
aid rise significantly since the 1980s, still relies 
on it for only 4 percent or less of its GDP. Aid to 
poor countries in the Americas has progressively 
shrunk from 0.7 percent of GDP in the 1960s to 
under 0.3 percent today. 

It is not that. no other countries have ever 
received large amounts of aid before. The key 


factor is that, in Africa, very high aid receipts 
‘have now lasted for decades and have become the 
norm. Never has any group.of countries been so 
dependent on foreign aid for their basic function- 
ing, for so long. There is a big difference between 
receiving aid as a welcome support and needing it 
as a fundamental part of the national budget. 

Dependence on foreign governments for finan- 
cial assistance has undermined development 
efforts in Africa, and it will continue to do so 
despite the modern (and laudable) emphasis on 
“good governance” and “country ownership.” 
Although aid dependency has drawn consider- 
able comment both in Africa and among the rich 
nations, the fretting has had virtually no-impact on 
donor policy. Instead, the trend continues—and it 
will get worse if promised aid increases actually 
do kick in. While the rest of the world (with some 
exceptions) appears to be moving on from aid, 
Africa is getting more and more aid-dependent. 

Government-to-government aid will always 
have an important supporting role, a role it has 
played with occasional success over the years. In 
some countries, depending on their economic and 
political contexts, aid increases may be appropri- 
ate and helpful. But most countries in Africa, 
rather than seeking more aid, should be reduc- 
ing the amount they accept. Why? Because when 
the whole range of aid’s impacts are taken into 
account, it becomes clear that aid at present levels 
is hindering rather than helping many countries’ 
development prospects. 


LESS AID, MORE HELP 

The biggest headline from the London Group of 
20 Summit in 2009 was, as usual, a huge pledge of 
aid (over $1 trillion, much of it double-counted) 
to help poor countries. And yet, for all the efforts 
put into “aid effectiveness,” the undermining of 
institutions continues to be endemic in the aid 
relationship. A course needs to be set to reduce, 
rather than entrench, aid dependency. In this 
regard, in response to the recent global crisis, an 
overhaul of the global financial system would pro- 
vide a unique opportunity to undo measures that 
until now have prevented developing countries 
from maximizing their development resources. 

One issue coming under increasing scrutiny, for 
example, is the complex global web of tax havens 
that serves no serious purpose for rich nations or 
poor, but is responsible for allowing dodgy deals, 
theft, and other crimes to abound. Poor African 
countries lose far more every year through capi- 
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tal flight to tax havens than they receive in aid. 
Plugging this leak, cracking down on corruption, 
and building better national financial systems 
could make more credit available to small and 
medium-sized businesses—and would also open 
an avenue toward reduced dependence on aid. 
The likelihood cf such reforms has grown since 
the global financial crisis erupted. 

Other measures that have been considered or 
adopted at a range of global meetings in 2009 
and 2010 could have repercussions for decades to 
come, as the financial architecture is redrawn, and 
crucial issues that were previously considered off 
the table are suddenly on it. Reform of financial 
institutions such as the International Monetary 
Fund has been discussed for decades, but the 
political will to do something may finally emerge 
as a result of the crisis. ` 

Aid will certainly continue to play a role in 
this new context, and some African countries 
could benefit from aid increases. Botswana is one 
example. It received high levels of assistance in 
the 1960s and 1970s (averaging 17 percent of 
GDP), and during that period its growth perfor- 
mance exceeded the growth rates ‘of Hong Kong, 
Taiwan, Malaysia, and Thailand. In contrast to 
almost all other African countries, aid to Botswana 
has steadily declined over the decades. Today 
it receives negligible levels of assistance. Yet its 
economic boom has been brought to a tragic end 
by an AIDS pandemic that slashed life expectancy 
from 56 years to 35 in a decade. Botswana could 
use more aid again as it seeks to recover. 

Other countries, however, should ideally receive 
less. Rwanda already funds half its government 
spending with aid. Rather than seeking to increase 
this proportion, Rwanda should sét itself the goal 
of reducing it over time. So should other nations. 
Developing countries have reduced poverty when 
they have implemented the right policies, and 
when foreign governments have taken supportive 
measures. Aid has been at best marginal to this ' 
effort, and at worst has undermined it. 

On the other hand, while government-to- 
government aid can have adverse effects, support 
for civil society and provision of global public 
goods, such as climate change measures and 
health technologies, would be a constructive 
use of increased aid resources. Politicians prom- 
ise more aid when they do not want to make 
changes that are more fundamental. Now is the 
time for substantial reform, not for counting aid 
dollars. a 
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The Rape of Zimbabwe 


ROBERT I. ROTBERG 


he tragic conditions in the nation of intimidation and torture of MDC adherents by 
Zimbabwe represent everything that the ZANU-PF thugs, as well as by maimings and kill- 


forces of world order had supposedly ings. Tsvangirai himself and many of his close 
outgrown. A third of the country’s 12.5 million associates were injured. 
people, once well fed, go hungry unless they are The unity government has largely proved a farce. 
supplied by relief agencies. An equal number is at Although cabinet ministries were split between 
medical risk because of the destruction of health the MDC and ZANU-PF, and although Tsvangirai 
facilities. Schoolchildren are barely instructed became prime minister, Mugabe retained for his 
because of massive budget shortfalls and teacher acolytes the key ministries (except for finance 
absences. Between 3 and 4 million Zimbabweans and half of home affairs). He also refused to honor 
have fled the country, preferring the trying cir- provisions of the unity agreement that required 
cumstances in Botswana, Zambia, Mozambique, him to replace the attorney general and central 
and South Africa to the misery at home. bank governor with choices agreed upon with 
Before 1998, when Zimbabwe became virtually Tsvangirai. Nor has Mugabe allowed a deputy 
bankrupt, it was the best educated, best cared minister nominated by Tsvangirai, or provincial 
for, and most prosperous nation per capita on the governors and top civil servants appointed by the 
African continent. All the nation’s current ills have prime minister, to take office. 


been visited on it by a massive leadership failure— 
President Robert Mugabe, a notorious tyrant, is STILL IN THE DARK 


personally responsible for the systematic abuse Admittedly, the MDC-chosen ministers of 
of his citizenry. The abuse has continued despite finance and energy have been unusually active. 
targeted sanctions; despite direct criticism from Tendai Biti, the minister of finance, has ended 
the European Union, Britain, the United States, the country’s runaway inflation by replacing 
the United Nations, and neighboring Botswana; worthless local currency with freely circulating 
and despite Mugabe’s own age and increasing US dollars and the South African rand, thus get- 
isolation. ting goods back into the shops. Zimbabweans 
No one, in the region or elsewhere, has yet can now purchase almost anything, including 
found a way to’stop Mugabe's relentless purge once-scarce gas and diesel fuel—provided that 
of his countrys human and physical capital. they have access to foreign funds. But with 
Last year South Africa brokered a government of unemployment still at about 90 percent, and the 
national unity. It did so after Morgan Tsvangirai nation’s informal economy based on barter, get- 
and his Movement for Democratic Change (MDC) ting cash into the hands of the poor is difficult. 
had won Zimbabwe's March 2008 presidential Zimbabwe's per capita gross domestic product 
and parliamentary elections—and after Mugabe has plunged fromi about $800 in 2000 to $150 
and his Zimbabwe. African National Union- today. 
Patriotic Front (ZANU-PF) had refused to respect The finance minister has also managed to start 
the results. Those elections, and the run-up to a paying civil servants and teachers a little some- 
fraudulent second-round presidential election in thing each month, though hardly enough to live 


June 2008, had both been marked by widespread on. Strikes in February and March 2010 by both 
- teachers and civil servants testify to continuing 
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funds by the president, his family, his ministers, 
and leading generals. Corruption, bad before 
1998, is now a wholesale plague: Earlier this year 
the minister of mines, a Mugabe nominee, alleg- 
edly walked out of the central bank with $18 
million worth of uncut diamonds; subsequently, 
startled shoppers reported seeing him pay cash 
for $40,000 worth of gardening equipment and 
hardware. 

Elias Mudzuri, the MDC energy minister, late 
last year managed to bring electric power back 
to Zimbabwe for a few months. But short- 
ages of engineers and cash caused the country’s 
main thermal power plants to crash earlier 
this year, plunging the nation back into dark- 
ness. And because of the ZANU-PF’ failure to 
invest in machinery and pipes, potable water is 
now scarce in the country’s main cities, despite 
Mudzuri’s efforts. 

Tsvangirai exerts little power over the mili- 
tary or the police. He has no way of reducing 
corruption, no way of curbing Mugabe’s avari- 
cious appetites, and no real 
authority to make, personnel 
appointments or to compel 
obedience to the law. Nor can 
he limit attacks by ZANU-PF 
militias on MDC officials and 
supporters. He has tried with- 
out success to end illegal, 





Leaders in Washington and 
other capitals wring their hands 
while waiting on Zuma, who 
continues to dither. 
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Zuma, like South African President Thabo 
Mbeki before him, knows that Mugabe places 
the corrupt and power-dominant interests of his 
family and himself above any concern for the 
Zimbabwean nation and its people. Mugabe is not 
interested in establishing a positive legacy for his 
presidency; rather, he fears being tried for war 
crimes or wholesale. theft. 

But Zuma has at his disposal many ways of 
influencing Mugabe’s behavior for the better. 


` Zimbabwe's ability to export and import depends 


on access to South African rail lines and ports. 
South Africa could hamper traffic across the bor- 
der crossing to which Zimbabwe's main highway 
leads. It could curtail Harare’s access to electric 
power from the southern African grid. Indeed, 
it could strangle Zimbabwe economically, as 
it successfully did in 1976, when US Secretary 


.of State Henry Kissinger and South African 


Prime Minister John Vorster applied pressure 
on Rhodesian Prime Minister Ian Smith to end 
his independence movement and parley with 
Zimbabwean nationalists. 
All of these actions would 
hurt ordinary Zimbabweans, 
and might not affect Mugabe 
in his present mood. However, 
South Africa could presum- 
ably concentrate Mugabe's 
mind by deploying “smart” 





Mugabe-sponsored attacks on 

commercial farms and to prevent mayhem in the 
countryside. He has even tried to give orders to 
non-MDC cabinet ministers. But “unity govern- 
ment” in Zimbabwe is an oxymoron. 


No PRESSURE 

In theory, the government could be transformed 
into a truly cooperative operation with enough 
pressure exerted on Mugabe by the Southern 
African Development Community (SADC)—an 
intergovernmental grouping of 15 nations in the 
region—and by South Africa, led by President 
Jacob Zuma. But the SADC sits on its hands, even 
allowing Mugabe to run roughshod over:an SADC 
regional court ruling that prohibits continued 
farm invasions by Mugabe's thugs. 

Zuma since late 2009 has ostensibly been pre- 
siding over a mediation effort intended to bridge 
the Mugabe-Tsvangirai divide. But little progress 
has been evident so far this year. Zuma’s effort suf- 
fers from a lack of willingness to pressure Mugabe 
to act reasonably and responsibly. 


sanctions. It could, for exam- 
ple, prohibit Air Zimbabwe craft, or other planes 
carrying Mugabe, ‘from transiting through South 
African and SADC airspace; thus keeping Mugabe 
and First Lady Grace Mugabe from taking their 
frequent shopping’ and medical trips overseas. 
Zuma could also ban Mugabe and other ZANU-PF 
higher-ups from entering South Africa to splurge 
at stores or visit hospitals for checkups. (Mugabe 
is 86 and ‘is reportedly suffering from prostate 
cancer.) . 

Washington, London, and Brussels have each 
asked Zuma and the SADC to impose such smart 
sanctions. Each of those capitals already pre- 
vents Mugabe from visiting their countries except 
on UN business. They have attempted to seize 
Mugabe's assets, too, but thus far Mugabe has 
traveled and spent with impunity throughout Asia 
and elsewhere. 

For American and European sanctions to bite, 
southern African assistance is essential. Yet Mugabe 
is an elder statesman and a nationalist pioneer, so 
Zuma has been reluctant to act decisively against 


212 © CURRENT HISTORY e May 2010 


him. Zuma fears Mugabe’s temper and outbursts. 
He may also wonder whether Tsvangirai is tough 
enough to cope with the severe economic and 
social problems that Zimbabwe will still face after 
Mugabe goes. 


ECONOMIC COLLAPSE . 

Despite the energetic efforts of Biti and others, 
Zimbabwe's poverty endures, and is deepening. 
GDP grew by more than 4 percent in 2009, but 
it needs to grow at 8 percent a year for several 
years if Zimbabweans are to return to the living 
standards they enjoyed in 2000—which, thanks 
to Mugabe's depredations, was the last reasonably 
good year the country has had. 

That its economy has not collapsed even fur- 
ther is due only to remittances from skilled work- 
ers who have fled south, and to the high prices 
commanded by Zimbabwe's supplies of platinum, 
gold, and other metals, which provide foreign 
exchange. (Alluvial diamonds should also be 
profitable, but many are purloined by generals and 
ministers close to Mugabe.) 

Commercial agricul- 
ture, including the crops 
of Virginia tobacco and 
cut flowers that once 
sustained a prosperous 
Zimbabwe, was destroyed 





No one has yet found a way to stop 
Mugabe’s relentless purge of his 
country’s human and physical capital. 


including rebuilding the nation’s crumbling physi- 
cal and communications infrastructure, redressing 
its energy shortage, spending vast sums on schools 
and hospitals, and ending corruption. If he could 
begin accomplishing even some of those tasks, 
glimmers of hope would return to a land desperate 
for peace and a scintilla of future promise. 

In the meantime, Mugabe has drained Zimbabwe 
of its legitimate enterprise and all sense of integ- 
rity. He has weakened what was once a vital intel- 
lectual and cultural center for southern Africa. He 
has deprived almost everyone of opportunity, and 
of freedom from want and fear. 


THE CASE FOR ACTION 

If world pressure and a new attitude in South 
Africa shift power away from Mugabe, away 
from the corrupt ZANU-PF ministers and gener- 
als who support Mugabe, and away from persons 
like the first lady and the central bank governor, 
then Tsvangirai and the MDC leadership stand a 
chance of ending the rape of Zimbabwe and right- 
ing the floundering ship of state before it finally 
sinks. Otherwise, . more 
Zimbabweans will die 
unnecessarily from hun- 
ger, from’ HIV-AIDS and the 
absence of medical- treat- 
ment and supplies, or from 





by Mugabes assaults on 
white-owned farms; it will 
never come back. Subsistence farming is also in 
a terrible state. Zimbabwe, once Africa’s bread- 
basket, this season had to import vast supplies 
of maize (the national staple), wheat, cooking 
oil, and other key products, and its people must 
depend on the help of the World Food Program 
and other charities. -> 
What is left of Zimbabwe's export economy is 
threatened anew by Mugabe in 2010. He proposes 
to indigenize or nationalize all foreign-owned 
businesses worth more than $500,000. That is, 
he wants to give his ZANU-PF cronies ownership 
control of any viable mining or manufactur- 
ing operations. Tsvangirai and the MDC say that 
Mugabe cannot unilaterally impose such a regula- 
tion, but Mugabe just laughs and goes ahead. The 
effect, naturally, is the chilling of all foreign direct 
investment and the freezing of expansion plans by 
multinational firms. 
- Tsvangirai, if and when he is really in charge, 
will confront a host of daunting challenges, 





beatings. and worse by 
ZANU-PF militias. 

The world is distracted by wars in Afghanistan 
and Iraq, by seemingly unstoppable killing in 
the Democratic Republic of Congo, and by bit- 
ter ethnic battles and genocide in Sudan. Even 
so, Zimbabwe merits attention. As happened in 
Kenya in 2008, the international community 
should intervene in a non-lethal manner to per- 
suade the president to honor the real meaning of 
unity and to transfer more power to Tsvangirai. 
Instead, leaders in‘ Washington and other capitals 
wring their hands while waiting on Zuma, who 
continues to dither. 

Zimbabweans deserve better. Their fate mat- 
ters,not only for their own sake, but also for the 
ongoing global battle against despotism, a great 
concern in Africa; for the continuing assault on 
poverty, disease, and hunger, vital issues for all of 
Africa and the developing world; and for the battle 
for human dignity and human rights worldwide. 
We lose all of these battles if we lose the fight 
against Mugabe and his ilk. i -E 
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Behind China’s Rise HA 


WILLIAM W. FINAN JR. 


CCV e have turned east, where the sun 
rises, and given our back to the 
west, where the sun sets,” intoned 


Zimbabwe's Robert Mugabe in 2005, as he marked 
the twenty-fifth anniversary of his country’s inde- 
' pendence (and his quarter-century as its ruler). 

Mugabe had special reason to turn to the east 
and pay homage in particular to the People’s 
Republic of China: It is one of the few countries 
that has continued to maintain good relations with 
his regime as he has gradually 
converted Zimbabwe into his 
own dysfunctional, corrupt, 
and repressive fiefdom. 

Beijing provides a range of 
things to the struggling African 
nation, everything from equip- 
ment for Mugabe's security forces to a market 
here Zimbabwe can dump its tobacco exports. 
"hina 'has become, in short, Zimbabwe's external 
atron, much like the Soviet Union was for Cuba 
til the early 1990s. l 

As was the case with Cuba and the Soviet 
Union, Zimbabwe's relationship with the People’s 
Republic can be traced to cold war politics. In 
the late 1970s, the Soviet Union backed Mugabe's 
guerrilla. competitor, Joshua Nkomo, as both 
battled the white minority regime that. governed 
Rhodesia. Mugabe, rebuffed by the Soviets, 
reached out to Beijing. ` 

Cold war politics indeed made strange bedfel- 
lows: Communist China, like conservatives in the 
United States, at one time supported both apart- 
heid South Africa and Jonas Savimbi’s rebel move- 
ment in Angola in order to counter Soviet support 
for African leaders opposed to South Africa and 
Savimbi. ` 





THE LONG RETURN 

These cases aside, China was not a major politi- 
cal presence in Africa during the cold war. Yet the 
interest it did show marked its first return to the 
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China Safari: On the Trail of 
Beijing’s Expansion in Africa 

by Serge Michel and Michel Beuret. 
Photographs by Paolo Woods. 
Nation Books, 2009. 
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continent since Zheng He, the Chinese explorer, 
anchored off the coast of present-day Kenya in 
1421. More than half a millennium elapsed before 
the Chinese again began to pay attention to Africa, 
and this occurred only under the banner of global _ 
socialism. 

At the initiative of Foreign Minister Zhou Enlai, 
the Communist government of Mao Zedong pro- 
vided aid and manpower to a select few countries 
in the name of socialist fraternity. Beijing’s most 
ambitious project during the 
cold war was the construction 
of a railroad line from Lusaka, 
Zambia, to Dar es Salaam in 
Tanzania in the late 1960s. 

Only in the 1990s did, the 
Chinese truly begin to show 
a serious interest in the countries of Africa, and 
even then its interest was mainly diplomatic: A 
resurgent China discovered synergy between its 
growing economic power and its desire to isolate 
Taiwan diplomatically. _ 

After assuming China’s seat at the United 
Nations in 1971, Beijing tried to further marginal- 
ize the Taiwan-based Republic of China by luring 
nations into terminating diplomatic relations with 
Taiwan..As Beijing amassed the wherewithal to 
provide cash incentives to countries to switch 
allegiance, this project gained momentum. It had 
considerable success in Africa. 


A HUNGRY APPETITE 

In the past decade, Beijings engagement in 
Africa has been broader and deeper, and much 
of it has been economically driven. Because the 
Chinese economy’s appetite for natural resources 
is unlikely to shrink, China’s presence in sub- 
Saharan Africa is likely to grow, and so will its 
influence. A need has developed, therefore, to 
know more about the trend. 

China Safari, written by two French journal- 
ists and handsomely illustrated with color pho- 
tographs, helps fill this need. The volume offers 
a tour through African countries stretching from 
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Egypt, Sudan, and Niger to the Republic of Congo 
and Nigeria, in order vividly to capture China’s 
spreading involvement in the continent. 

Global capitalism, of course, has replaced glob- 
al socialism as the impetus for engagement. 
Globalization has spurred economic growth in 
China, which has become a major exporter of 
manufactured products. These products require 
raw materials, many of which are available in 
Africa. Primary among them is oil, of which China 
is now a net importer. (Only a few years ago it was 
an oil exporter.) 

But it is not only oil that China needs. In the 
Republic of Congo, it is raw wood, shipped back 
to China for value-added finishing as lumber. 
(According to the authors of China Safari, the 
exploitation in the Republic of Congo has been 
ruthless: By 2050, the current rate of harvesting 
will have depleted two-thirds of the country’s 
rain forest.) In Niger it is uranium, a commodity 
nearly as important as oil to the People’s Republic, 


as China implements a long-term plan to build - 


one nuclear reactor a year. In 
Zambia it is copper. 
And the Chinese are not 
interested ‘in access to Africa 
for raw materials alone. In 
nearly every country where 
China is active, Beijing -offers 
its partners an entire network 
of incentives, from loans to infrastructure devel- 
opment. This goes beyond simple economics. 


“MAGNIFICENT!” 

A Congolese construction minister exclaims 
to the authors that the Chinese are “mag- 
nificent.” “They built the Alphonse Massamba 
stadium for us, the Foreign Ministry, and the 
television company’s headquarters. Now they’re 
building another dam, in Imboulou. _They’ve 
rebuilt Brazzaville’s entire water system. . . They 
built the airport, theyre building the Brazzaville 
to Pointe-Noire highway. They're building apart- 
ment buildings for us, and even an amusement 
park on the river!” 

As he finishes his seemingly endless list, the 
Congolese official exclaims, “It’s a win-win situa- 
tion!’ He then shakes his head, slowly. ‘Too bad for 
you in the West, of course.” 

Too bad, indeed. And too bad for the mags of 
Africans living under the elites who are welcom- 
ing this largesse from the Chinese, since much 


The Chinese are not interested 
in access to Africa for 
raw materials alone. 


of it has yet to benefit the people generally. The 
leaders of the countries in which the Chinese are 
investing and exploiting and lending (for much of 


the Chinese “aid” is in the form of long-term, low- 


interest loans) know this also. But their principal 
interest, like Mugabe’s, is in preserving their con- 
tinued rule, and in reaping the financial rewards 
that are available now. 

The Chinese know this too. As the authors 
remark, “The only adjective that properly describes 
China's attitude toward lending money is ‘seduc- 
tive.’ Borrow from the Chinese and you are drawn 
into the bosom of its—highly profitable—family. 
Beijing is the Godfather, engaged in everything 
from textiles and infrastructure to uranium and 
oil. His bids are all interlinked and his motivation 
is constant.” 


“STRONGER THAN CHINESE” 

There is a story, probably apocryphal, of a 
young American political scientist working in the 
hinterlands of Liberia in the early 1960s. He is 
asked to visit the hut of a fam- 
ily and there he sees, hang- 
ing on a wall of a threadbare 
room, a portrait of John E 
Kennedy, much as a portrait 
of the pope might adorn th 
home of a Roman Catholi 
family. Kennedy exemplified 
an America that was viewed with hope and reso- 
luteness, as a beacon of possibility. It was that soft 
power that helped make the United States such a 
potent force in the world apart from its siti 
might. 

And now there is the young Cameroonian man 
captured in China Safari: “He stood by the side of 
the road in the suburb of Douala, collecting loose 
change from motorists in exchange for filling the 
road’s many potholes. He carried a placard, as 
much a political statement as it was a guarantee 
of his work: ‘Stronger than Chinese.” 

As Michel and Beuret note, for many Africans 
“stronger than Chinese” is impossible, “like being 
harder than a diamond. The adjective ‘Chinese’ is 
synonymous with excellence, perseverance, and 
achievement.” That is perhaps the most enduring 
impact of Beijing’s new role in Africa. It transcends 
all the economic and geopolitical maneuvering 
that China’s entrance into the continent has set in 
motion. It-will be difficult for competitor countries 
to overcome. a 


THE MONTH IN REVIEW | 





INTERNATIONAL 


Climate change 

Mar. 9—China and India formally join the operaga Accord, a 
nonbinding agreement on climate change reached at an interna- 
tional conference in December. The accord calls for manmade | 
increases in average world temperature to be limited to no more 
than’2 degrees Celsius compared to preindustrial levels, and 
also commits money to efforts in climate change remediation, 
clean energy development, and prevention of deforestation. It 
does not, however, impose legally binding limits on n individual 
countries’ carbon emissions. 


Deforestation 

Mar. 25—The UN reports that over the past decade an average of 
32 million acres of forest was destroyed each year, a decrease 
from 39 million acres a year in the 10 years previous. The 


. improvement is credited partly to conservation efforts, especially i 


‘in Brazil and Indonesia. Meanwhile, as tree-planting initiatives 

’ in Asia have cteated'new forests, the world’ net loss of forested 

` land in the past’ 10 years amounted to 13 million acres a year, 
compared to 20 million a year in the previous decade. - 


Israeli-Palestinian conflict = «_ 

Mar. 9—During a visit to Israel by US Vice President Joseph Biden, 
the Israeli interior ministry announces that’1,600 new housing 
units for Jews will be built in East Jerusalem. The US, which 
under President Barack Obama has unsuccessfully lobbied Israel 
to halt housing construction in East Jerusalem and other occu- 
pied Palestinian territories, is outraged by the announcement 

" and its timing. Israeli Prime Minister Benjamin Netanyahu is 
himself said to be surprised that the announcement comés dur- 
ing Bidens visit, but US-Israeli relations nonetheless turn frosty. 


AFGHANISTAN iz 

Mar. 23—President Hamid Karzai meets with representatives of 
Gulbuddin Hekmatyar, the leader of an insurgent group called 
the Islamic Party. The’ meeting is seen as prelude'to an Apnl 
jirga, or national assembly. At the jirga, which Karzai intends to 

- convene, involved parties would discuss peace and reconcili- 

, ation among the Afghan government and the nation’s various 
insurgencies. Any potential accommodation would probably 
include power sharing arrangements arid a timetable for the 

` withdrawal of foreign troops. 


CHINA 


Mar. 4—A spokesman for the National People’s Congress . 
announces that Chinas military budget will mcrease by 7.5% 

` this year, making 2010 the 1st year since 1989 that announced 
military budget increases will have fallen below 10%. The coun- 
try’s actual military spending is widely believed outside China to 
exceed the reported figures. 

Mar. 22—Technology giant Google, unhappy with the Chinese 
governments insistence that the company censor information 
that its services provide to users, shuts down a search engine 
based in China and redirects internet traffic to a Hong Kong- 
based server. Although Google retains its business and R&D 

’ operations in China, the move highlights tensions between ` 
Western corporations in China, which face restrictions on 

_ ‘ their activities, and the Beijing government, whose attempts to 
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resist the liberalizing influence of foreign firms have sometimes 
proved awkward. 

Mar. 29—A Chinese court, after a trial notably lacking in transpar- 
ency, sentences 4 employees of the British-Australian mining ` 
company Rio Tinto to jail terms of 7 to 14 years on tee that 
they accepted bribes and stole state secrets. 


GREECE 

Mar. 25—European leaders approve a rescue package for heavily ` 
indebted Greece that combines pledges of EU loans with IMF 
aid. The arrarigement reflects a compromise between Germany, 
which did not want to bail out Greece without IMF oversight 
of its spending policies, and other Europeans, who wanted to 
avoid an IMF tole in the euro zone. : 


HAITI - 


Mar. 22—To help Haiti recover from a powerful earthquake that 
struck it in January, the Inter-American Development Bank for- ` 
gives $479. million in sovereign debt, tepresenting all the money 
‘that Haiti owes that bank and about 40% of the countrys total 
debt. The bank also pledges over a decade to provide Haiti $2 
billion in grants. 


INDIA 

Mar. 12—New Delhi signs with Moscow a set of agreements that 
will lead to Russia’s construction of a dozen or more nuclear 
power plants in India, in addition to 2 that Russia is already 
building, and will allew for continued provision to India of Rus- 
sian weaponry. The deals reflect an ongoing renewal of the 2 
countries’ once warm ties, which had suffered in recent years as. 
India had drawn closer to the US, with wack It ealniined cool ' 
relations during the cold war. 


IRAQ 

Mar. 27—Results of parliamentary-voting held on Mar. 6 show that 
the secular party of former Prime Minister Ayad Allawi won 91 ~ 
of the 325 seats in the national legislative body, compared to 89. 
for the party of current Prime Minister Nuri Kamal al-Maliki. 
Allawi’s task of building a governing coalition appears diffi- 
cult, and his partys winning a plurality of parliamentary seats 
does not guarantee that he will become prime minister. Also, . 
although the election has been judged legitimate’ by Iraqis elec- 
tion commission, the UN, and election observers, Maliki and 
others allege fraud and demand a recount. 

Mar. 29—The ongoing fragility of Iraq’ political reconciliation 
becomes clearer as a government commission seeks to declare 
ineligible dozens of candidates-who participated in the election, 
including 6 who won seats, because of their alleged ties to the 
Baath Party of former President Saddam Hussein. The disquali- 
fication effort, if successful, would likely cost Allawi'’s party its . 
plurality. ; 


KOREA, SOUTH 

Mar. 27—A South Korean naval vessel sinks after an explosion in 
disputed waters near North Korea. As many as 46 sailors are 
believed dead. The cause of the explosion is not immediately 
clear, but 2 days after che incident the Souths defense minister 
tells the parliament that the North may have directed a mine 
toward the ship. 


216 © CURRENT HISTORY © May 2010 


NIGERIA 

Mar. 6—At least 300 and perhaps more than 500 people are killed 
when Muslim herdsmen, apparently acting in retribution for Jan- 
uary violence perpetrated by Christians, carry out a massacre in 
a village near the city of Jos. Such incidents of sectarian violence 
have been common over recent years in Nigeria’s Plateau state. 

Mar. 17—In an apparent effort to.consolidate his power as acting 
president, Goodluck Jonathan dissolves the cabinet, which had 
been composed entirely of ministers inherited from President 
Umaru Yar’Adua, who is incapacitated by ill health. 


RUSSIA 

Mar. 26—Russia and the US, acting to replace a 1991 treaty that 
expired in December, agree on a new Strategic Arms Reduction 
Treaty. The deal, according to US officials, will reduce by about 
30% the number of strategic warheads deployed on each side 
and will also reduce by about half each side’s stock of launchers. 


The agreement requires approval by the US Senate, not a certain ` 


prospect, as well as by the Russian legislature. 

Mar. 29—At least 38 people are killed in Moscow when female 
suicide bombers detonate explosives in 2 subway stations. 
Responsibility for planning the attacks is later claimed by Doku 


FROM THE ARCHIVES 


r 


. Umarov, a former Chechen separatist who is now a global 
jihadist. Observers speculate that Russia may now reemphasize 
law-and-order policies associated with Prime Minister Vladimir 
Putin and back away from mildly liberalizing ideas expressed in 
the rhetoric of President Dmitri Medvedev. 


ToGo 

Mar. 6—The government announces that, in Mar. 4 balloting, 
President Faure Gnassingbé defeated opposition leader Jean- 
Pierre Fabre by 61% to 34%. Street protests follow as Fabre 
insists the incumbent rigged the election. 


UNITED STATES 

Mar. 5—The Labor Department reports that the US economy lost 
36,000 jobs in February, fewer than had been expected, and that 
unemployment on the month was unchanged from January's 
level of 9.7%. The relatively modest employment losses raise 
hopes that the economy may soon begin adding jobs. 

Mar. 23—After a legislative fight lasting more than a year, Obama 
signs into law a sweeping reform of the US health insurance 
system that will expand coverage to most Americans who have 
lacked it and prohibit various insurance abuses. E 


What Current History authors were saying... 


5 years ago 


Explaining why governments engage in 
mass atrocities is important for identify- 
ing the remedy most likely to prevent 
their repetition. . Both genocide 
and threats to the regime’s survival pro- 
vide plausible motives to explain the 
Sudanese governments vicious behav- 
ior. But they frame the issue differently. 
Genocide focuses attention on ending 
the violence in a specific place: Darfur. 
Threats to the regime’s survival call for 
a political solution bringing peace to the 
entire country. Different frames mean 
different solutions. . . . Finding a solu- 
tion that will not only stop the attacks 
in Darfur but also ensure they are not 
repeated elsewhere is clearly superior to 
ending the violence in Darfur alone. 


NELSON KASFIR 
_ Sudans Darfur: Is It Genocide? 
May 2005 


10 years ago 


Jostling for power by Nigeria’s myriad 
ethnic groups has, for better and for 
worse, driven the country’s political 
development since before independence 
from Britain in 1960. What is new is a 
rhetoric of the impossible: the marginal- 
ization of everyone. . . . Ordinarily, mar- 
ginalization entails the subordination of 
peripheral groups’ interests by dominant 
groups in the formulation or execu- 
tion of national policies. Accordingly, 
Nigerian minorities in all regions have 
historically complained of marginaliza- 
tion and domination. Usually, the com- 
plaint is directed at one or all of the 
numerically dominant groups that con- 
stitute the ethnic triumvirate of Nigerian 
politics. . . . But today these three groups 
claim, along with the minorities, to be 
marginalized. © 


MINABERE IBELEMA 
Nigeria: The Politics of Marginalization 
May 2000 
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“The worst thing Washington could do is to operate on autopilot, to assume that past strategies and 
policies (which have generally served the United States well) are ipso facto indefinitely useful.” 


A New China Requires a New US Strategy 


a SHAMBAUGH 


he United States needs to revise its China 

l strategy to deal with a complex.new China. 

The China that is emerging today—domes- 

tically, regionally, and internationally—has to a 
large extent outgrown the old strategy. 

‘The grand strategy toward the People’s Republic 
` that the United States, together with many of its 
European and Asian allies, has pursued over the 
past 30 years has'not been a failure. Indeed, it was 
suitable to its era and proved generally successful. 
It contributed significantly to China’s domestic 
- reform and,economic opening, to the integration 

of China into the international system, and to 
maintaining peace across the Taiwan Strait. 

But now both China and the geostrategic land- 
scape have changed, and the world ‘is dealing 
with a different—and sometimes more difficult— 
People’s Republic. This shift does not require a 
wholesale jettisoning of previous policies regard- 
-ing Beijing, but it does mean that Washington 
needs to rethink and alter its macro-strategy. 


THE OLD STRATEGY 

No master document exists deep within the 
National Archives or the White House that reveals 
the US government’s China strategy over the past 
three decades. And certainly, each US adminis- 

tration has ‘reconsidered and revised the China 
` policies of its predecessors after assuming office. 
Meanwhile, elite and public discourse has seen no 
shortage of debate on China policy. Yet, despite 
the alterations of successive administrations’ poli- 
cies and the cacophony of public discussion, 
US grand strategy toward China—since Richard 
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Nixon opened aike with Beijing in the early 
1970s—has shown remarkable continuity. 


The strategy to date has rested on four pillars: ' 


shaping, engagement, integration, and strategic 
hedging. 

The first of these reflects America’s focus on 
shaping China’s internal development. In 1978 
China under the leadership of Deng Xiaoping 
launched “reform and opening.” This policy-was 
embraced by the Jimmy Carter administration, 
which began to devise a strategy intended to give 
the United States a role in the evolution of hina 
reform policies. 


The “shaping strategy” was’ aimed largely at ' 
Chinese society instead of government. It was . 
intended to build a wide range of education- . 


al, research, scientific, and nongovernmental 
exchanges—not only to facilitate contact between 
these sectors of Chinese and American society, 
but also to influence Chinese intellectuals and 
institutions in ‘an open and liberal direction. The 
effort included significant philanthropic funding: 
The Ford Foundation, Asia Foundation, Luce 


Foundation, Rockefeller Foundation, and others . 
began underwriting various programs in China . 
aimed at improving social conditions and human . 


rights, government capacities, university curricu- 


la, and intellectual knowledge, while opening up a | 


public sphere for nongovernmental organizations , 


(NGOs) to grow. 


1 


Funding also was provided for large numbers of — 


Chinese students and researchers to go abroad for 
training. The assumption was that as students and 


intellectuals experienced Western societies and | 
democracies firsthand, they would bring home to ` 


China not only professional expertise but also lib- 
eral values—which. would, in turn, liberalize the 
academic world and possibly the political system. 

This contemporary shaping strategy echoes a 


more long-standing “missionary complex” that 
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Americans have held-in relation to China since 
the late nineteenth century. From the late imperial 
period through the Nationalist era and into the 
People’s Republic, America has exhibited a dis- 
tinct paternalism toward China, and has sought to 
shape the nation’s evolution. At times (the 1880s, 
1920s—1940s), US largesse was readily accepted 
and Chinese intellectuals and government elites 
looked to the United States as a model. At other 
times (the early 1900s, 1919, 1949-72), America 
was seen in a more hostile light. No matter the 
fluctuations in Chinese responses to US paternal- 
ism, the American desire to help shape China 
politically, socially, religiously, economically, and 
strategically remained constant over time. 

The second long-standing pillar has been bilat- 
eral “engagement.” This term entered the American 
diplomatic lexicon during Bill Clinton's presidency, 
though it grew out of a strategy undertaken by the 
Carter and Ronald Reagan administrations. The 
idea was simple: The US government had to engage 
the Chinese government across the board in order 
to advance America’s national interests and policy 
goals, to build institutionalized cooperation, and 
to ameliorate frictions in the relationship when 
-they arose. 

The Carter-Reagan strategy aimed to institu- 
tionalize the bilateral relationship by partnering 
counterpart ministries with each other and infus- 
ing them with positive, cooperative missions to 
replace the negative or hostile missions pursued 
by the bureaucracies during the cold war years 
of estrangement. This effort included, in addition 
to pairing the.main ministries of the two national 
governments, pairing states with provinces and 
cities with cities in “sister” relationships. 

The idea was to build a sound institutional 
infrastructure that would anchor the relationship, 
buffer it from inevitable disruptions, and establish 
bases of cooperation beyond strategic coopera- 
tion against the former Soviet Union. During the 
first Clinton administration, “engagement” meant 
restoring normal governmental interactions in 
the wake of the 1989 Tiananmen crackdown and 
the subsequent disruption of bilateral ties. Later, 
engagement became a euphemism for hard bar- 
gaining over contentious issues. 

The third pillar of American strategy relates 
to the. external manifestations of China’s rise in 
world affairs and the uncertainties of Beijings 
strategic intentions. To cope with such strategic 
uncertainty, for more than 30 years the United 
States has pursued a strategy of integrating China 


into the international institutional order. The 
premises of the integration strategy were threefold. 
First, as a large nation and a major rising power, 
China deserved a “seat at the table” in all global 
and regional institutions. Second, by becoming a 
“member of the club,” China would (hopefully) 
absorb and begin to practice the operating norms 
and principles of the postwar international liberal 
order. Third, over time, it was expected that China 
would begin not only to obey ‘the rules of the 
global liberal order, but also to make ever greater 
contributions to global governance. | 

The fourth pillar was fully established during 
the George W. Bush administration, though it 
had antecedents in the Reagan administration. 
This is the policy of “strategic hedging,” some- 
times referred to as the “Asia-first” China policy. 
Officials who promoted this strategy argued that 
the best way to deal with China was to bolster 
America’s relations with allies and partners, in Asia 
and thus to deal with Beijing from a position of 
consolidated diplomatic and military strength. 

These officials: rejected a “China first” Asia 
policy—the notion that, because China was the 
main regional power in Asia, a China-centric 
strategy had to be forged. Instead, they focused on 
building up military relationships (allied and non- 
allied) around China’s periphery, so as to “hedge” 
strategically against the uncertainties surrounding 
China’s regional aspirations and its rapidly mod- 
ernizing military, while simultaneously deterring 
possible Chinese aggression. 


THE SCORECARD 

In retrospect, these four pillars have anchored 
American strategy toward China since the late 
1970s. One could also add, as a kind of fifth 
pillar, the American version of the “one China 
policy” concerning Taiwan, though it is more a 
policy than a strategy. It has served well to main- 
tain the peace across the Taiwan Strait for four 
decades. But now that the cross-strait dynamic has 
changed, so too must some elements of US-policy 
toward Taiwan. - 

The relevant questions concerning the: four 
pillars now are the extent to which they have 
been successful in achieving their intended aims; 
whether they need to be maintained, revised, 
or abandoned; whether they are appropriate to 
a changed China and changed regional circum- 
stances; and whether a new set of strategies is 
called for. On balance, the four strategies have 
to be considered substantially successful, but not 


wholly so. It is -also important to recognize that 


whatever positive developments have occurred. 


were primarily the result of China’s own domestic 
and foreign policy evolution: The Wests impact 
has not been insignificant, but it has been supple- 
mental and around the margins. 

The shaping strategy has contributed to plu- 
ralizing Chinese society, intellectual life, and the 
public sphere, but it has only partially contributed 
to liberalizing Chinese politics. The vast major- 
ity of students sent abroad have not returned to 
China; nonetheless, Chinese intellectual life is far 
more open than it was 30 years ago, though the 
social sciences remain politically constricted. 

. Chinese politics is also considerably more plu- 
ralistic, predictable,‘and accountable than it was 
three decades ago, when the nation was emerging 
from the draconian Maoist era. Over time respect 
for human rights has been enhanced (albeit with 
continuing violations); there is greater politi- 
cal participation for citizens at all levels; direct 
multicandidate secret-ballot elections now occur 
in approximately 85 percent 
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ment has been a largely peripheral actor politi- 
cally. By contrasi, the European Union has been 
much more active across a wide range of areas. 
European governments, universities, and NGOs 
have trained large numbers of judges and lawyers 
as well as central and local officials. More than 
twice as many Chinese are studying in Europe 
(210,000) as in the United States (100,000) during 
the current academic year. Sanctions imposed by 
the US Congress in 1989, still on the books, have 
impeded many potentially constructive training 
initiatives and in-country assistance programs. 

In the economic arena, the shaping strategy has 
produced more tangible results. Consistent efforts 
by various agencies of the US government, indi- . 
vidual companies, and the American Chamber of 
Commerce in Beijing have all contributed a great 
deal to opening and marketizing.the Chinese econ- 
omy.: Hard US bargaining over China’s accession 
to the World Trade Organization (WTO) produced 
positive results. To be sure, China’s economic 
reforms have developed because of China’s own ini- 

tiatives, but the United States 





of village governments and 
in an increasing number of 
party committees; regular 
and more meritocratic pro- 
cedures govern leadership 
promotion and: retirement; 
laws: and institutionalized 
procedures provide great- 
er regularity and predictability in many policy 
spheres; and the party-state has shown growing 
transparency and greater responsiveness to society 
at all levels. 

Yet, while exposure to the United States and 
the West has no doubt influenced China’s political 
evolution, the American shaping strategy has only 
indirectly contributed to these positive develop- 
ments. Indeed, the Chinese. Communist Party 
(CCP) -has carefully managed its own cautious 
political reforms. And as a political role model, 
the United ‘States has lost the allure it enjoyed 
in China during the 1980s. In the 1990s a new 
distrust of America set in among the public that 
persists today. Curiosity and admiration have been 
replaced by derisiveness, cynicism, and consider- 
‘able contempt for the United States. 

In short, China is progressing politically—but 
more in spite of than because of the United States. 
Some private-sector actors, such as the Ford 
Foundation, have done important work in rule of 
law and civil society programs, but the US govern- 


The United States needs to really get 
in the game of regional institution 
building, and stop being so wedded . 
to cold war alliance structures. 


and other Western and Asian 
nations—as well as interna- 
tional organizations like the 
World Bank, International 
Monetary Fund (IMF), and 
Asian Development Bank— 








have all been important 
stimulants to reform. 

The engagement strategy has been more wholly 
successful. Over three decades the US and Chinese 
governments have come to know each other 
extremely well. Officials on both sides have long 
experience in dealing with each other personally 
and professionally, which contributes a certain 
degree of familiarity and trust to the relationship 
at the elite level. Government interactions are 
characterized by real professionalism, even on 
contentious issues. 

For the most part, executive ministries and 
government agencies are now infused with posi- 
tive and cooperative missions, guided by doz- 
ens of bilateral agreements in a wide variety of 
policy spheres. The joint statement issued during 
President Barack Obama’s November 2009 visit 
to China is emblematic of such institutionalized 
cooperation. The only sectors that are not posi- 
tively engaged are the militaries and intelligence 
agencies, though the United States and China do 
cooperate in law enforcement. State and provin- 
cial governments interact regularly as well. - 
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The international integration strategy has also 
proved generally successful. China is certainly a 
member of “the club” today, taking its rightful 
place at the high table of major and rising pow- 
ers (the Group of 20) as well as in virtually every 
international institution. It only remains outside of 
the Organization for Economic Cooperation and 
Development, the International Energy Agency, 
the Missile Technology Control Regime, and a 
handful of other international regimes. 

In some institutions, such as the United Nations 
Security Council, China is proactive. Yet, in a 
wide range of other international organs, Beijing 
remains rather passive. China’s own development 
has benefited greatly from its integration into the 
international institutional community of nations, 
and Beijing has generally acted as a “status quo” 
power—not seeking to disrupt or overturn the 
existing post-World War II order. But it is also 
evident that China is not wholly comfortable with, 
or supportive of, many of the norms and struc- 
tures that undergird the Western liberal order. 
China is particularly interested in redistributing 
power and influence from North to South, and in 
this regard can be considered a “revisionist” actor 
in international affairs. 

The efficacy of the fourth pillar—strategic 
hedging—is more uncertain. The US government, 
including the Obama administration, seems to 
believe it has deterred possible Chinese disruption 
to the American-dominant security system of alli- 
ances and partnerships in Asia, and Washington 
assumes that other Asian states share these goals. 
But that is not so certain. Some Asian govern- 
ments do share them (Japan, Singapore, and pos- 
sibly Vietnam and South Korea), but most are 
ambivalent at best. 

For most Asian governments, the US effort 
effectively to encircle China with a ring of 
security relationships creates unease and places 
these governments in a difficult position vis-a- 
vis Beijing. While they do not wish the United 
States to withdraw from the region, neither are 
they comfortable with Washington's strategic 
posture against China. And China itself is clearly 
uncomfortable with it, pointing out that it is 
inconsistent with America’s professed desire to 
build a global partnership. When combined with 
continuing US arms sales to Taiwan and asser- 
tive intelligence surveillance off China’s coast, 
Beijing understandably sees hostile intent from 
Washington in general and the US military in 
particular. 


Thus, on balance, the four pillars of American 
grand strategy toward China have had mixed 
effects. All strategies, in any case, require peri- 
odic revision to adjust to changing circumstances. 
What must a new US strategy toward China take 
into account? What is the nature of the “new” 
China today? 


THE NEW CHINA 

China today is highly complex. It contains mul- 
tiple and often contradictory realities. A complex 
reality requires suitably complex policies, albeit 
built around some core strategies. And policy and 
strategy are not the same—the latter should guide 
the former. Without an underlying strategy, policies 
tend to become reactive, ad hoc, and fragmented. 
The strategies themselves must derive, in the first 
instance, from America’s own national interests and 
the kind of world order it seeks—but, secondly, 
strategy should be based on a clear-eyed and hard- 
headed assessment of what kind of China is now 
emerging domestically and on the world stage. 

A hardheaded analysis, however, does not nec- 
essarily lead to a hard-nosed policy. If the United 
States truly seeks to coexist peacefully and pur- 
sue cooperative policies with China, it must be 
respectful of China’s own national interests. China 
has evolved, and American strategy must similarly 
evolve to account for new realities. There are in 
particular six dimensions of today’s China that, the 
United States needs to recognize. 

First, China’s economic growth is likely to con- 
tinue apace indefinitely. This is not an economy 
that is going to go off the rails. Not only has China 
been the major economy that has best weathered 
the global financial crisis, but as a result it is bet- 
ter poised for more intensive growth in the years 
ahead. A $586 billion stimulus package put for- 
ward by the government has resulted in an orgy of 
infrastructure and transport construction, which, 
when complete, will serve to alleviate a number of 
previous bottlenecks. 

Moreover, a relative decline in exports has pro- 
vided the needed opportunity to “rebalance” the 
economy and increase domestic consumption as 


. a driver of growth. The effort seems to be work- 


ing, as citizens (particularly in cities) have gone 
on an unprecedented spending spree for property, 
consumer items, and travel. The government has 
also breathed new life into its “develop the west” 
(xibu kaifa) policy, channeling massive investment 
into China’s central and western provinces and 
autonomous regions. 


Some short-term economic concerns linger— 
an urban residential property bubble, creeping 
inflation, and. still excessive personal savings— 
but the economy on balance remains robust. The 
National Bureau of Statistics predicts 9.1 percent 
growth for 2010, largely as a result of a surge in 
secondary industries (mining, manufacturing, 
and power). The government has also taken 
measures to cool off the red-hot property market 
and has tightened monetary lending nationwide. 
These short-term measures are likely to lead to 
continued strong growth over the medium and 
longer: terms. 

However, the réal story of the Chinese econ- 
omy—and a serious concern to ‘the outside 
world—is the ‘state’s’ heavy “invisible” hand. 
State plans, state agencies, state investment, 
state banks, state trade protectionism, and state 
cadres still guide the national economy. China’s 
discriminatory “indigenous innovation” policies, 
aimed at building “national.champion” firms and 
allocating government procurement contracts to 


select national companies, are a particular con- - 


cern today. And China 
_ has not complied with 
_its WTO accession com- 
mitments in the areas 
of domestic distribu- 
' tion, financial services, 





The real long-run competition with China 
is already taking place in the secondary 
. school classroom, and China is winning. 
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while diversifying into India, Vietnam, Indonesia, 
Mexico, and elsewhere in Latin America. 


THE PARTY ISN'T OVER. 

The second reality of today’s China: that 
America must take into account has to do with 
the country’s political system: It will evolve, but 
slowly and in its own fashion, staunchly resistant 
to outside pressure. 

Chinese politics; to be sure, is incrementally 
becoming more plural and liberal. Many domes- 
tic political reforms. (including inside the CCP 
itself) are difficult to see from outside China, but 
the political system is getting more transparent, 
accountable, :meritocratic, participatory, efficient, 
and responsive. Yet, despite (or perhaps owing 
to) these improvements, the CCP remains firmly 
in control, and it also mjoy widespread popular 
legitimacy. 

The third reality is that the People’s Liberation 
Army (PLA) is becoming a force to be reckoned 
with. Although the PLA: remains a very long 
way from being able to project power glob- 

ally (except with ballistic 
missiles and cyber capa- 
bilities, which it already 
‘ possesses), it is rapidly - 
emerging as a significant 
-regional military power 





technology transfer, 
and intellectual prop- 
erty rights protection—all areas in which foreign 
firms suffer greatly. 

Yet foreign corporations cannot t ignore China’ 
growing. domestic economy; indeed, all major 
multinationals need to consider making China 
a “second home” in their global operations. 
‘Penetrating the China market, however, is now 
harder than ever. Recent surveys by the US and 
European Chambers of Commerce in Beijing all 
point to declining business confidencé and sub- 
stantial concerns over a bevy of barriers to invest- 
ment and trade. While Google has had its highly 
publicized frustrations, recently General Electric’s 
CEO Jeff Immelt accused China of being increas- 
ingly hostile to foreign multinationals: “I really 
worry about China,” he said on July 1 in Rome. “I 
am not sure that in the end they want any of us to 
-win, or any of'us to be successful.” 

While foreign businesses cannot afford to pull 
out of China, some are beginning to do their own 
“rebalancing”—lowering their relative investment 
exposure and production dependency on China 





in the western Pacific, 
Northeast and Southeast 
Asia, increasingly the. Indian Ocean, and space. 
The fourth reality is that China has become 
truly a global actor—but is only a partial global 
power. Diplomatically and commercially, China is 
now present and active everywhere on the globe. 
As such, it is increasingly bumping up against the 
interests and equities of the only other truly global 
actor—the United’ States—as well as regional 
powers. Militarily, however, China’s hard power 
is not being felt outside of Asia. And Beijing's 
soft power remains very soft, though the state is 
pumping huge resources into trying to improve 
China’s global image. Outside of Africa, China’s 
international image remains mixed at best and 
very negative in some regions (such as Europe). 
China’s global strategy is heavily influenced by 
its domestic development needs. Hence its preoc- 
cupation with acquiring steady and secure sup- 
plies of energy and raw materials. The result is a 
largely resource- and commercially-driven foreign 
policy. Beijing generally. seeks to avoid foreign 
entanglements, while assertively protecting its four 
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“core interests” (Taiwan, Tibet, Xinjiang, and the 
South China Sea) from foreign meddling. When it 
comes to contributing to global governance, China 
remains relatively low-key and cautious. 

The fifth reality is attitudinal. China is dem- 
onstrating an odd combination of conflicting 
attitudes toward the world: confident abroad 
(sometimes overly so) but insecure at home; 
assertive but hesitant; occasionally arrogant but 
usually modest. China has a sense of entitlement 
growing out of historical victimization. It is risk- 
averse but increasingly engaged internationally. It 
exhibits a globalism mixed with parochialism, a 
cautious internationalism combined with strong 
nationalism. It is largely for national reasons that 
China is internationally involved. China tries to 
be a major global actor but is primarily a regional 
power. An often truculent and difficult negotiat- 
ing partner, it is pragmatic when necessary. It is 
an increasingly modern and industrialized but still 
poor and developing country. 

In short, China is a confused and conflicted ris- 
ing power. We should expect these multiple inter- 
national identities to play out 
simultaneously on the world 
stage. 

The sixth reality is that 
cross-strait relations have 
now developed to such an 
extent that the “Taiwan 
issue” has essentially been 
resolved. Game over. The ultimate form of union 
between the island and the mainland is still unde- 
termined, but it will be more a question of form 
than substance. The essential interdependence 
that is being built will be enduring. A recent- 
ly concluded landmark Economic Cooperation 
Framework Agreement will only further- deepen 
Taiwan's dependence on the mainland economy. 
Although Taiwan’s domestic identity will remain 
a wild card in the island’s future, and geography 
will not change, the interdependence will only 
grow deeper at all levels, and the international 
community will continue.to give Taiwan no other 
option but to accommodate itself to a “one China” 
formula. 


A NEW STRATEGY 

So, what do these new realities about China 
mean for the United States? They suggest seven 
needed revisions in US strategy and policy. 

First, the United States would do well to dis- 
card its long-standing paternalistic attitude and 





China is progressing politically— 
but more in spite of than 
- because of the United States. 





missionary illusions about China. The “shaping 
strategy” is condescending and treats China as 
an object rather than a partner. The strategy may 
have been appropriate for a weak and develop- 
ing China that was uncertain of its domestic and 
international future, but those days are over. 
China is now increasingly strong and confident. 
The United States should replace the shaping 
strategy with genuine mutual respect. : 

The US Congress in particular needs to reedu- 
cate itself about China and stop its ill-informed 
hectoring. Concomitantly, the military-industrial- 
intelligence complex needs to stop regarding 
China as a nascent threat and begin truly consid- 
ering its potential as a genuine partner. Although 
there will always be limits to full partnership 
owing to differences in political systems, value 
systems, and worldviews, differences in these areas 
are only natural, and they need to be dealt with in 
a forthright way. A working partnership need not 
preclude serious discussion of US concerns ‘about 
human, civil, religious, and political rights, as well 
as commercial concerns. China needs to under- 
stand that national values 
are national interests for the 
Untied States, Europe, and 
other democratic nations. 

Americans also need to 
begin considering how China 
will shape the United States 
in the future, and what the 
United States can learn from China. In developing 
national plans for clean energy, scientific inno- 
vation, educational reform, hard infrastructure 
expansion, high-speed rail, urban public trans- 
port, eco-cities, and other sectors, Americans have 
much to learn from the Chinese. 

Second, the United States must develop its own 
domestic strategy for dealing with China. It is 
imperative to reduce the US national debt, since 
it gives China enormous leverage—psychological 
and real—that constricts American independence 
of action. In addition, Americans should generally 
welcome Chinese investment into the United States, 
while carefully and clearly delimiting areas of genu- 
ine national security that should be off limits. The 
United States also needs to get serious about build- 
ing, at all educational levels, national awareness of 
China and competence in the Chinese language. 

Of equal importance is to strengthen the entire 
precollegiate educational system across America. 
Chinese secondary and university students attend 
school all but six weeks per year; average middle 


schoolers have four hours of homework per eve- 


ning and face a never-ending battery of-examina- 


tions. The real long-run competition with China 
is already taking place in the secondary school 
classroom, and China is winning. 

Third, the US government needs to work out effec- 
tive strategies and tactics to deal with China’s state- 
led development juggernaut. This is best done in 
tandem with other nations and within international 
institutions, since most of the problems affecting US 
business affect all foreign companies and govern- 
ments. Bargaining power is enhanced collectively, 
and China should be held to the established rules 
of the international system. Tough problems some- 
times require tough responses, and the United States 
should not shy away from mixing economic sticks 
with carrots to achieve greater openness and com- 
petitiveness in the Chinese economy. 


TOWARD STRATEGIC TRUST 


Fourth, the ‘United States needs to ign to 


live with—rather than trying to impede—China’s 
military modernization. The policy of strategic 
hedging needs: to be reexamined. That ‘China is 
emerging as a significant regional military power 
and strategic actor in Asia is not in doubt. The 
United States cannot fundamentally affect this 
development, and: can only marginally slow it by 
restricting contacts and transfers of technology 
and weapons. America’s antiquated technology 
transfer policy in relation to China needs revision. 
It is discriminatory toward China and it hurts US 
exporters. The rules can be relaxed while still 
protecting key technologies with direct or indirect 
military applications. 

Not only does the United States need to pur- 
sue robust exchanges. with the PLA (which China 
always suspends following US arms sales to 
Taiwan), but both militaries need to move from 
exchanges to real cooperation. Exchanges of per- 
sonnel are important for mutual learning and to 
reduce misperceptions, but they are insufficient 
for building a true partnership. The two armed 
services should first grasp the “low-hanging fruit” 
of joint search and rescue exercises, military medi- 
cal research, and nontraditional security coop- 
eration—and then move to joint maritime security 
patrols in the western Pacific, in tandem with 
Japan and other regional navies. The Pacific is no 
longer an American lake, and the US Navy needs 
to begin sharing the public good of providing 
regional maritime security. Other forms of military 
cooperation can follow. 
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At present, the US military establishment is 
disturbingly and -increasingly oriented toward 
war-fighting scenarios against China (and vice 
versa). This is a dangerous example of a “security 
dilemma,” in which each side's perceived defensive 
action is interpreted as offensive by the other, caus- 
ing cyclical and inexorable reactions. This negative 
cycle needs to be broken before it escalates any 
further, and the negative security paradigm. must 
be replaced by a positive.one. The military dimen- 
sion of US-China relations is currently far out of 
step with the rest of the relationship.. 

‘Fifth, the United States should immediately 
institute a moratorium on arms sales to Taiwan— 
preferably with a reciprocal move by the PLA 
to withdraw its: forward-deployed missiles. and 
attack fighters opposite the island. A “grand 
bargain” needs io be struck here. US arms sales 
to Taiwan make little sense anymore, given the 
dramatic improvement in cross-strait relations 
and the increasing imbalance between China’s and 
Taiwan's relative military capabilities. Maintaining 
the so-called cross-strait “military balance” is 
an illusion given the PLA’s increasing power. 
Moreover, on May 10, 2010, Taiwan's president, 
Ma Ying-jeou, shockingly asserted that “we will 
never ask the United States to fight for Taiwan.” 
Freezing or halting US arms sales to Taiwan would 
address Beijing’s long-standing “core” concern 
with the United States and would contribute to 
building strategic trust, while not jeopardizing 
American security interests. 

The same applies to the US military's asser- 
tive intelligence activities along China’s coastline 
within its 200-mile exclusive economic zone. The 
issue is not so much whether these daily probes 
are legal under the international law of the sea (a 
matter of dispute), but rather the hostile message 
that they convey to Beijing. Certainly the United 


-States has other means of collecting intelligence 


to monitor the PLA. How would Americans like it 
if the PLA conducted regular air and naval surveil- 
lance dozens of miles off the California, Oregon, 
and Washington coasts? 


THE MULTILATERAL ROUTE 

Sixth, China strategy needs, as always, to be 
embedded in a broader US regional strategy in 
Asia. There is wisdom in the traditional Reagan- 
Bush notion that it is best to deal with Beijing 
from a position of regional strength. But this is 
not the same as strategic hedging, which should 
no longer be the operative paradigm. Nor is 
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the traditional US hub-and-spokes -alliance-based 
Strategy sufficient. A complex set of non-allied 
regional groupings (all involving China) is gradu- 
ally supplanting the Us alliance system, and the 
United States risks being left out a this Hern 
architecture. 

The Obama ERT aii on aei 
a commitment to this regional architecture, but 
to date there has been little follow-through. 
Secretary of State Hillary Clinton in 2009 pro- 
claimed that “the United States is back” in Asia, 
but many Asians do not perceive it this way. The 
United States needs to really get in the game of 
regional institution building, and ‘stop DEES so 
wedded to cold war alliance structures. 

America .is still prone to bilateralism while 
the region increasingly is moving in multilat- 
eral directions. And US diplomats maintain a very 
low public presence. The American embassy in 
Beijing, the world’s second largest after Baghdad's, 
with 1,200 personnel, is inexplicably invisible: in 
Chinese media and society. US diplomats need to 
emulate the proactive presence of their Chinese 
counterparts throughout Asia. 

Finally, the United States needs to fashion a an 
appropriate strategy for interacting with China 
on a global basis. These are still the early days of 
Us-China global interaction, but this is also pre- 
cisely the time to build in mechanisms of consul- 
tation concerning each side’s interests and equities 
in literally every part of the world. , Fortunately, 
the strategic track of the bilateral “Strategic and 
Economic Dialogue” now includes annual con- 
sultations between regional officials in the State 
Department and Chinas Foreign Ministry. This 
is a good beginning, but it is insufficiently insti- 
tutionalized. What is needed is a truly compre- 
hensive set of bilateral working groups—not 
dialogues—that operate 365 days a year across a 


broad.range of global geographic ‘and functional - 


issues (such as China.and Russia have). 

The US and Chinese governments are always at 
pains to point out that they enjoy more than 60 
bilateral dialogues, but many of these are episodic 
and unproductive. China has also mastered the 
art of using dialogues as diplomatic deflection 
devices, particularly in areas like human rights. A 
more deeply institutionalized relationship needs 
to be built to infuse both bureaucracies with coop- 
erative, positive missions where possible, and to 
address differences directly where they arise. 

America’s global interaction with China need 
not become a geostrategic competition, as was 


the case during the cold war with the Soviet 
Union. China does not harbor the global strategic 
ambitions or practice the. tactics of the former 
Soviet Union. But China’s global footprint is only 
going to continue growing along all dimensions— 
diplomatic, commercial, cultural, energy-related, 
and.military. To the extent that a nascent global 
Us-China competition for influence does exist, 
the best tactic for the United States is to be more 
proactively engaged with precisely the nations and 
regions that China has targeted: Latin America, 
South Asia, Central Asia, and Africa. It is in these 
middle regions and with middle powers that the 
“battle for influence” between Washington and 
Beijing will be waged. Now is the time to begin to 
forge rules of engagement on a truly global level. 

Thus far, China has expanded its global pres- 
ence mostly in a. narrowly self-interested way— 
pursuing energy resources, raw materials, and 
commercial opportunities. Its participation in 
global governance has been limited. Yet, in its 
contributions to UN peacekeeping operations, 
disaster relief, and aid programs in Africa and 
Southeast Asia, as well as its $50 billion contribu- 
tion to the IMF in the wake of the global financial 
crisis, Beijing is beginning to do more. China 
should be encouraged to partner more with other 
nations to help address global problems. 


TIME FOR A “RESET” . 

In these seven areas, the: United States. can 
grasp an important opportunity to revise and reset 
its China strategy and policies. The worst thing 
Washington could do is to operate on autopilot, 
to assume that past strategies and policies (which 
have generally served the United States well) are 
ipso facto indefinitely useful. 

A bottom-to-top review of China policy is 
sorely needed. Congress needs to hold hearings 
on China policy. Think tanks and universities 
should do what they do best: provide fresh ideas. 
Corporations need to think beyond their profit 
margins and get involved in the domestic dis- 
course. The media should break out of their fre- 
quent stereotyping and demonizing of China, and 
begin to report the complexities of today’s China. 

If all actors do their part, a new vision and 
strategy for managing America’s relations with 
China may be forged. If, on the other hand, the 
United States fails to grasp the magnitude and 
complexity of the challenge, it will find itself 20 
years from now asking how it was that America 
“lost China.” a 


“Tensions becween Australia’s strategic alignment and its economic alignment 


. ¿heighten Canberra’s anxieties about having to choose ‘between security and - 
he prosperity in the event of a confrontation, between the United States and China.” 
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have proved a watershed for Australia’s 

perception of its role in the world. While 
‘much of the advanced world was experiencing 
recession in 2009—the euro zones economy 
contracted by 4.1 percent, the United Kingdom's 
by 4.9 percent, and America’s by 2.2 percent— 
Australia registered an economic expansion of 1.4 
percent. This marked the second time in’a decade 
that the Australian economy had continued to 
grow while the rest of the developed world expe- 
- rienced contraction. Nothing could more starkly 
demonstrate the gradual decoupling of Australia’s 
economic fortunes from those: of the West, nor 
more clearly emphasize Asia’s growing importance 
to Australia. 

In recent years, Australians have begun to 
understand more deeply the enmeshment between 
their economy and Asia. In a March 2010 sur- 
vey of Australians’ attitudes toward the world, 
conducted by the Sydney-based Lowy. Institute, 
55 percent of respondents named China as the 
world’s leading economic power, with just 32 per- 
cent nominating the United States and 8 percent 
the European Union. 

Australian policy makers have long under- 
stood that the primary determinants of their 
international milieu would be economic and stra- 
tegic patterns in Asia, and they developed a set 
of regional institutions, intellectual frameworks, 
and diplomatic methods to respond to what they 
thought was a fairly predictable regional order. 
But currents of change in Asia—accelerated and 
brought into focus by the financial crisis in the 
North Atlantic—have caused Australia’s diplo- 
matic designs to appear increasingly inappropriate 
for the Asian region. 


T global financial. crisis and its aftermath 


MICHAEL WESLEY is the executive director of the Lowy Insti- 
tute for International Policy. 
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SHAPE SHIFTER 

Asia’s shape, as well as its patterns of attraction 
and repulsion, has changed dramatically in the 
past decade. The dominant international concep- 
tion of Asia in the second half of the twentieth 
century centered on the continent's eastern coast. 
This part of Asia was the site of both World War 
IIs second theater and the cold wars bloodiest 
conflicts. This region was home to the anchors of 
a system of bilateral US alliances that underpinned 
Asian stability. Later it was the «setting for the 
Asian economic miracle. 

By the 1980s, a new edod brand name— 
“Asia-Pacific”—had developed. The term reflected 
patterns of investment, production, consumption, 
and trade in resources among the nations of Asia’s 
eastern coastline, Australia, and: North America. 
Beginning in 1989, regional institutions began 
effectively to detach countries on the Asia-Pacific 
rim from the rest of the continent and to group 
them instead with countries on the opposite coast 
of the world’s largest ocean. It was in 1989 that the 
Asia-Pacific Economic Cooperation (APEC) forum 
pulled Southeast Asia and Northeast Asia together 
with North America, Latin America, Australasia, 
and Russia. In 1994, the Association of Southeast 
Asian Nations (ASEAN) ‘initiated its Regional 
Forum, following the same pattern, though with 
the inclusion of India. 

More recently, the growing interdependence of 
American consumption, Chinese production, and 
Chinese financing—described by some analysts as 
“Chimerica”—has further entrenched perceptions 
that Pacific Asia’s links to the rest of the world, 
and particularly to North America, are more sig- 
nificant than the region’s links to the rest of Asia. 

Since the beginning of this century, how- 
ever, patterns of trade, investment, and economic 
developrnent have been steadily moving against 
the Asia-Pacific logic’ Asia’s eastern rim has been 
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developing connections to South Asia and West 
Asia at a rate that is starting to marginalize the 
once-pivotal cross-Pacific tráde and investment 
flows. Between 2000 and 2009 merchandise trade 
between Pacific Asia and North America grew by 
93 percent. But over the same period the signifi- 
cantly larger trade between Pacific Asia and South 
and West Asia grew by 145 percent. l 

These trends are likely to become more pro- 
nounced over time, for two reasons. First, East 
and South Asia are growing increasingly depen- 
dent on energy imports from West and Central 
Asia. The US Department of Energy estimates that 
Chinas consumption of oil will increase by 156 
percent, and Indias by 152 percent, within 15 
years. The proportion of oil and gas in the total 
energy mix of Asia’s developing economies is pro- 
jected to rise, and most major Asian economies 
are decreasingly self-reliant in oil and gas. Pacific 
Asia already imports over 80 percent of its oil from 
West Asia, and this proportion is certain to rise. 

Meanwhile, energy investment patterns are 
following the logic of energy trade patterns, as 
East Asian economies invest heavily in upstream 
energy-producing operations in West Asia, while 
West Asian investors buy into downstream refin- 
ing and distribution in East Asia. 

A second reason for the acceleration of Asian 
economic integration has to do with the recent 
global financial crisis. That crisis, and the result- 
ing recession in many countries, saddled the 
developed world with growing government debt, 
sovereign risk, and low interest rates. Investment 
flows among Asia’s subregions will grow as a 
result, and it is likely that Asia’s emerging and 
resource economies will increasingly look to the 
continent's own booming economies for invest- 
ment opportunities. 

The implication of these trends is that Asia’s 
subregions are beginning to assume an impor- 
tance to each other such as has not existed for 
centuries. As diplomatic links and strategic cal- 
culations follow the growth of trade, investment, 
and energy dependence, a new strategic arena is 
emerging along Asia’s southern and eastern rims, 
from the Persian Gulf to the Korean peninsula. 

The littoral states of the northern Indian and 
western Pacific Oceans have started thinking 
about the same sets of issues, and patterns of both 
cooperation and competition are emerging. In the 
naval sphere, for example, the competitive dynam- 
ics around China’s supposed “string of pearls” 
strategy—using investment, port development, 


` military ties, and diplomacy to increase influence 


along the sea routes to the Middle East—are offset 
by a more collaborative initiative, including NATO, 
China, India, and Russia, to protect shipping from 
pirates in the Gulf of Aden. 

As a result of these trends, “Asia-Pacific” will 
become less and less useful as a shorthand term 
to describe the cockpit of global power politics. It 


may be displaced by another label: “Indo-Pacific.” 


And just as regional institutions reacted to the 
increasing salience of Asia-Pacific linkages in 
the 1980s and 1990s, the Indo-Pacific has begun 
to develop its own institutional structures. The 
first of these to be established, in 2005, was the 
East Asia Summit, an annual meeting that brings 
together leaders from Northeast Asia, Southeast 
Asia, India, Australia, and New Zealand—but not 
from the Americas. 


AMITY AND ENMITY 

As Asia changes shape, patterns of alignment 
and enmity within the continent are shifting. 
Asia suffers from enduring rivalries; it was the 
continent most wracked by interstate war during 
the twentieth century. During the cold war and 
the immediate post-cold war period, Asian states 
looked to non-Asian powers for support and, for 
reassurance against each other. 

The United States’ post-World War II system 
of bilateral alliances provided a security guarantee 
among the states of Asia’s Pacific rim, allowing 
them to stabilize and to develop economically. A 
blossoming relationship with the United States in 
the 1980s allowed China to concentrate on eco- 
nomic reform despite implacable Soviet hostility. 
A deepening relationship between India and the 
Soviet Union became crucial to New Delhi’s peace 
of mind vis-a-vis Pakistan and China., The Soviet 
Union was crucial as well to Vietnam's ability to 
protect its interests in Southeast Asia in the face 
of a menacing set of rivalries with China, other 
Southeast Asian countries, and the United States. 
Asia’s rivalries were overwhelmingly internal to 
the continent, but its web of security assurances 
radiated outward from the Asian landmass. 

These patterns of amity and enmity have start- 
ed to shift. In particular, China’s rapid rise has 
caused a massive disruption to regional and global 
power distributions. China’s economic growth has 
had a gravitational effect on global markets and 
investment patterns, energy and resource prices, 
and calculations of environmental impact. The 
global financial crisis has further accelerated the 


process through which the Asian region is becom- 
ing economically oriented around China. China's 
share of: merchandise trade within APEC jumped 
from 9,2 percent in 1992 to 21.9 percent in 2009. 
. Of the twenty-one member economies in APEC, 
China is now the largest trading partner for six; it 
is among the top three for another five. Nearly 60 
percent of China’s exports now go to other Asian 
states, and almost half of its imports come from 
other Asian states. East Asia supplies 60 percent 
of China’s foreign direct investment. 

The singular. dynamism of the Chinese econ- 
omy has upset the well-established trade and 
investment patterns of the postwar era, an era 
characterized by a strong correlation of trade 
and investment flows with security alliances and 
alignments. Many of China's most significant trad- 
ing partners today are countries with which it has 
fought wars in.the recent past or shared endur- 
ing enmity and suspicion. States such as Japan 
and. South Korea, not to mention Taiwan, have 
watched their key ally’s main strategic competitor 
become their own most important trading partner. 

China’s rapid move- 
ment to the center of the 
Asian economic dynam- 
ic has set up countervail- 
ing patterns in regional 
relations. Few countries 





The passing of the Asia-Pacific regional “ 
` “order presents Australia with profound 
questions about where it fits in the world. 
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dence on China has begun to change patterns .of 
alignment within Asia. While preexisting alliances 
and alignments, especially with the United States, 
have deepened, new alignments and partnerships 
have also begun to emerge. 

One set of new linkages has been the develop- 
ment of “cross struts” among the spokes repre- 
sented by America’s..post-World War II alliances. 
Beginning in 2002, the United States, Japan,:and 
Australia inaugurated an annual Trilateral Strategic 
Dialogue, within which a Japan-Australia strategic 
partnership has grown. In December 2008, Tokyo 
and Canberra signed an agreement on sharing 
confidential information, expanding joint military 
exercises, and setting up regular consultations 
on disaster prevention, terrorism, and peace- 
keeping. In February 2010, the two countries 
signed a Defense Acquisition arid Cross-Servicing 
Agreement. More recently, the United States, 
Japan, and South Korea have begun to ‘hold annu- 
al trilateral strategic talks. 

Another set of linkages has grown between the 
United States and a group of new security partners 

in Asia. Washington, 
once , deeply suspi- 
cious of New Delhi, has 
articulated an interest 
- in helping India rise. to. 
great power status, and 





feel completely comfort- 
able about becoming 
economically enmeshed with China. Several states 
in Southeast Asia remain worried that China’s 
scale and its abundant cheap labor will displace 
them from their roles within the East Asian manu- 
facturing system. But most countries’ concerns 
revolve around whether China’s economic central- 
ity will translate into regional hegemony. 


CHINA'S LEVERAGE . 

China has long used access to its market as 
leverage against the behavior of other countries, for 
instance on the subject of relations with Taiwan. 
Thus it is no great leap to imagine Beijing using 
its growing centrality to the economic health of a 
number of countries as a tool for restructuring both 
bilateral and regional relations in ways more to its 
own liking. Countries’ nervousness about becom- 
ing too beholden -to China has further increased 
because of Beijing’s opacity about its own prefer- 
ences regarding the regional and global order. 

The perceived imperative among many nations 
‘to balance against increasing economic depen- 


the two countries signed 
a 2004:°New Steps in 
Strategic Partnership agreement and a 2005 civil 
nuclear cooperation pact. Washington's relations 
with Singapore and former foe Vietnam have also 
developed strongly over. the past decade. 

A third set of new alignments has emerged 
among states around China's periphery, such as 
between Japan and India. The overriding ratio- 
nale of these alignments, as with some of the 
alignments already discussed, is to enable states 
increasingly enmeshed with China's economy to. 
balance against Beijing’s growing clout. Japan- 
India relations, after plunging to a nadir following 
the South Asian nuclear tests in 1998, have devel-. 
oped strongly over the past decade: Japan is India’s 
largest aid donor and has invested heavily in 
building infrastructure critical to India’s develop- 
ment. In 2006 Tokyo and New Delhi announced a 
Japan-India Strategic and Global Partnership. 

Similar links are developing between. Japan 
and Vietnam, and between India and Vietnam. 
Investment and development flows from Japan to 
Vietnam are booming, .and in 2007 New Delhi and 
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Hanoi elevated their long-amicable relations to 
the level of a formal strategic partnership. Thus, 
while Asia’s enmities have remained largely inter- 
nal to the continent, its web of offsetting align- 
ments is no longer as externally focused as before. 


CANBERRA’S CONUNDRUMS 

These changes in Asia’s shape and its patterns of 
enmity and alignment are deeply challenging for 
Canberra. The passing of the Asia-Pacific regional 
order presents Australia with profound questions 
about where it fits in the world. Australia does 
not naturally belong to any region—and, because 
the Asia-Pacific concept can function as a formula 
for resolving the country’s deep insecurities about 
where it sits in the world, no nation has so eagerly 
embraced that label. 
_ “Asia-Pacific”. has allowed Australia to recon- 
cile its alliance relationship with the- United States 
and its growing economic enmeshment with the 
Asian region. By promoting a. conception of a 
region that includes both the United States and 
Asia’s dynamic economies, Australia is able to 
keep at bay the nagging fear that its security and 
its prosperity may one day come into conflict. 

However, Australia has now succumbed to the 
_ gravitational pull of Chinas dynamic economy. 
When China became Australia’s largest trading 
partner in 2009, it was the first time in the coun- 
try’s history that its major trading partner was not 
part of the alliance system considered central to its 
security at the time—first the British Empire, then 
the US—centered postwar system. 

China’s importance to Australia’s economic 
buoyancy is prominent in the Australian public 
mind, even amid increasing disquiet and debate 
about Chinese investment in the nation’s econo- 
my. In thé 2010 Lowy Institute poll, 73 percent of 
respondents said China’s growth had been good 
for Australia, while 57 percent thought that the 
Australian government was allowing too much 
Chinese investment. Tensions between Australia’s 
strategic alignment and its economic alignment, 
along with growing public ambivalence about 
China’s rise, heighten Canberra’s anxieties about 
having to choose between security and prosperity 
in the event of a confrontation between the waited 
“States and China. 

Asia’s changing shape will challenge the intel- 
lectual: frameworks, diplomatic patterns, and 
regional institutions on which Australia has relied 
in the past to manage relations with the Asian 
region. The growing strategic weight of the con- 


tinent’s southern rim, from the Persian Gulf to 
the Bay of Bengal, is deeply wrenching to the 
country’s worldview. Australia is a continental 
country, like Canada and ‘the United States, but 
it has never developed a continental view of the 
world. Because over 90 percent of its population 
has always lived on the country’s Pacific (east- 
ern) coast, Australia has always viewed the world 
through a Pacific: lens. Unlike Canada.and the 
United States, it has never developed a west-coast 
view of the world that might balance, restrain, and 
enrich its east-coast perspective. 

For example, Australia’s military involvements 
in West Asia stretch back almost 100 years; but 
these involvements have always been undertaken 
for reasons of alliance maintenance rather than 
in pursuit of independently determined national 
interests. In the years ahead, Australia will need 
to confront the reality that South and West Asia 
matter to Australia for reasons that go beyond 
the interests of major allies. Not only will Asia’s 
southern rim loom much larger economically in 
the future, but Australia’s deepening economic 
and strategic links with Asia’s eastern rim will 


increasingly shape the nation’s region. 


LOOKING TO ADJUST 


Canberra has seemingly started to realize that 


` the regional institutions of the Asia-Pacific—insti- 


tutions that it played a central role in propos- 
ing, designing, and promoting—are becoming 
increasingly incongruous with the region's altered 
shape. Neither the government of Kevin Rudd 
(November 2007-June 2010) nor that of John 
Howard (1996-2007) showed much enthusiasm 
for the Asia-Pacific institutions so championed by 
the preceding prime ministers, Bob Hawke and 
Paul Keating (1983-1996). 

The center-right Howard government took a 
dubious attitude toward the utility of multilateral 
institutions in general, especially when it came 
to Asia-Pacific variants. The Howard govern- 
ment instead concentrated on strengthening key 
bilateral relationships, particularly with the great 
powers in the region: the United States, China, 
Japan, Indonesia, and India. Its ultimate goal was 
to decouple Australia’s key bilateral relationships 
from each other, as a way of avoiding possible 
conflict between Australia’s secunty and economic 
relationships. 

The center-left Rudd government was more 
comfortable with multilateral solutions: Rudd, 
within his first year in office, proposed the estab- 


lishment of an Asia-Pacific Community capable 
of addressing the stresses and misunderstandings 
likely to arise from the power shifts in the region. 
At the heart of Rudd's proposal was a belief that 
the current configuration of regional institutions 
was unlikely to prove effective in responding to 
these challenges, and that a new mechanism func- 
tioning as a concert of powers was needed. The 
only country in the eastern Pacific for which Rudd 
_ consistently advocated membership in his Asia- 
Pacific Community was the United States. And 
yet, although both Howard and Rudd recognized 
that Asia-Pacific institutions are outdated, neither 
the Howard approach nor Rudd's would likely be 
adequate to comprehend and grapple, with the 
scale of change associated with the emergence of 
an Indo-Pacific strategic realm. . 

Julia Gillard, who replaced Rudd as prime minis- 
ter in late June 2010, has yet to articulate a complete 
foreign policy framework. She has been ambivalent 
about Rudd’s Asia-Pacific Community. concept. 
However, the idea of an “Asian Caucus” within 
the Group of 20 has been broached, and this, with 
its Indo-Pacific member- 
ship, could be a vehicle 
for Gillard’s engagement 
with the new region. 

One of the main chal- 
lenges of an emerging 
Indo-Pacific realm will 
be its profound altera- 
tion of Australia’s strategic’ geography Australia 
has always been strategically peripheral to global 
affairs, which have for hundreds of years been 
decided north of the equator—in -the northern 
Atlantic and northern Pacific. The new strategic 
order will.see the major focus of competition shift 
south; it will straddle the equator and will be con- 
- centrated longitudinally much closer to Australia’s 
own time zone. As Asia’s southern and eastern 
rims become the arena of deepening competition 
and alignments, the Southeast Asian archipelago 
will assume the role of a strategic fulcrum: a 
region of smaller, trade-dependent, and perhaps 
internally fragile states whose alignments assume 
great significance for competing great powers. 

It is likely that Australia will be drawn into 
these competitive dynamics, and that it will 
need to take its relationships with the small and 
medium-sized powers of Southeast Asia’ much 
more seriously than ever before. 

Another looming challenge for Australia will be 
to grapple with the changing role in the regional 





A new strategic arena is emerging along ` 
Asia’s southern and eastern rims, from 
the Persian Gulf to the Korean peninsula. 
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order of its primary 7 alliance commitment: to the 
United States. For 60 years, Australia has ben- 
efited from the happy coincidence that its alliance 
partner is also the central guarantor of regional 
security and stability. For Canberra, this has 
meant that maintaining a strong alliance, which 
itself is part of a web of US strategic commitments 
in the Asia-Pacific, is coterminous with maintain- 
ing regional stability. 

With.the newly complex great power relation- 


i ships that are emerging in the Indo-Pacific—the 


arrival of new power centers and a complex over- 
lap of economic interdependence and balancing 
rivalries—the US-based postwar alliance system 
will likely be displaced from the center of regional - 
security. It likely will still play an: important 
role, but it will do so in combination with other 
alignments. Australia, along.with Washington's 
other alliance partners, may find itself having to 
reconcile its commitment to the alliance: with its 
interest in preserving regional stability. Almost 
inevitably, the Canberra-Washington relationship 
will See in the years to come. 
Australians sense 

=> strongly that the world 
beyond their shores is 
changing profoundly, 
but they remain uncer- 
tain how it is changing, 
and what the changes 
mean ‘for their country. 
So stable for six decades.have been the basic pat- 
terns of regional order that Australian diplomacy 
in the region has-.coalesced around three veri- 
ties: that Canberra’s alliance with Washington is 
aligned with regional stability; that Australia’s 
trade with US-aligned Asian, economies. contrib- 
utes to regional resilience; and that multilateral 
institutions are capable of managing tensions and 
rivalries. 
. These three mechanisms—the alliance, trade 
with US allies, and multilateral institutions— 
have become the de facto preoccupations of 
Australian foreign policy. But China’s sudden 
rise, along with the growing integration of Asia’s 
southern and eastern coastlines, is challenging 
each of these certainties. The coming -years will 
see Australian policy makers forced to come to 
terms with the profundity of these changes, and 
forced as well to fashion new intellectual frame- 
works, diplomatic patterns, and regional institu- 
tions through which the country can manage its 
relationships with the Asians. 








“The Democratic Party of Japan achieved a historic victory’ in’'2009, one that will 


have a lasting impact on Japanese politics. Yet the party since e then has delivered. 
too much political vema and too hele policy, substance.” : 





Japan's Long Road to Competitive Politics 


STEVEN VOGEL 


n August 2009, the Liberal Democratic Party 
[= which had dominated Japanese poli- 

tics for more than 50 years, was ousted from 
power by the Democratic Party of Japan (DPJ), 
- which scored a stunning victory in Lower House 
elections. The DPJ won an unprecedented 308 of 
480 seats, up from 113, leaving the LDP with a 
paltry 119, down from 296. 

. DPJ leaders were not satisfied with simply tak- 
ing power, however: They vowed to transform the 
political system itself. They would make Japan 
a true parliamentary system in which the prime 
minister and the cabinet would exercise authority 
over the bureaucracy and the ruling party—and 
not the other way around. 

Yet, all too quickly, the DPJ’s political revolu- 
tion has unraveled. The new leaders delivered 
too much political -change and too little policy 
improvement; they committed amateur missteps; 
and they could not extract themselves from money 
politics. Even so, they might have weathered the 
July 11, 2010, Upper House elections reasonably 
well if it were not for one final blunder, when the 
new prime minister just weeks before voters went 
to the polls proclaimed his intention to raise con- 
sumption taxes. 

It did not help, of course, that the two central 
figures in the DPJs first year in power, Prime 
Minister Yukio Hatoyama and Party Secretary 
General Ichiro Ozawa, were both implicated in 
political finance scandals. Moreover, the two 
forged an awkward power-sharing arrangement 
that undermined the centralization of power and 
the transparency of the policy process that they 
both advocated. Nominally Hatoyama served as 
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the head of government while Ozawa led the 
party. In practice, however, Ozawa retained‘ con- 
siderable authority as the party’s overall political 
strategist and the patron of many of the newly 
elected members of the Diet, Japan's national 
legislature. 

' Ozawa, because of his own scandal, had already 
ceded to Hatoyama in May 2009 the role of party 
president and candidate for prime minister. So 
even after Ozawa orchestrated the DPy's electoral 
victory that August, he found himself without a 
cabinet portfolio in the new administration. Thus 
he became a primary obstacle to effective cabinet 
government by creating a rival power center in 
the party. 

Hatoyama, for his part, failed to unify his 
cabinet and faltered on critical policy issues. The 
economy continued to sputter, yet the govern- 
ment could not produce a coherent strategy for 
recovery. On top of this, Hatoyama stumbled into 
a major dispute with the United States over plans 
for relocating the Futenma Marine Corps Air 
Station. 

The DPJ in its 2009 election manifesto had 
pledged to renegotiate an earlier bilateral agree- 
ment to move the air base to another loca- 
tion in Okinawa, but Hatoyama found himself 
stuck between the US government, which resisted 
changes to the deal, and the Okinawans, who 
wanted to eliminate the Futenma base altogether. 
The Hatoyama administration could not come up 
with a viable alternative to the agreement, as local 
officials in other areas refused to host US military 
facilities. 

The prime minister set a May 2010 deadline for 
resolving the issue, before the Upper House elec- 
tions. Ultimately, he opted to stick with the origi- 
nal agreement, with some minor modifications, 
outraging people in Okinawa and disappointing 


' many DPJ supporters. Mizuho Fukushima, the 
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‘leader of the DPJs small coalition partner, the 
Social Democratic Party of Japan (SDPJ), resigned 
her cabinet post in protest, and her party with- 
drew from the coalition. 


A CHANGE IN. LEADERSHIP 

As public support for the government plum- 
meted in the. run-up to the Upper House elec- 
tion, some DPJ Diet members, the media, and the 
public began to call for Hatoyama and Ozawa to 
resign. Cabinet approval ratings in public opinion 
surveys had plunged from 75.percent in October 
2009 to 19 percent in May 2010. When Hatoyama 


and Ozawa resigned on June 3, cabinet approval 


soared back to.64-percent. . 

Many Japanese viewed Hatoyama as geier 
and Ozawa as autocratic, and they interpreted the 
double resignation as a sincere gesture to accept 
responsibility for’ the administration’s failures 
and to return the party to its core mission of.fix- 
ing Japanese politics. The new prime minister, 
Naoto Kan, had stronger reformist credentials 
than Hatoyama and Ozawa, since he did not come 
from a political family. He — 
was also a stronger leader 
than Hatoyama, though 
not outstanding in per- 
sonal charisma or policy 
expertise. 

As it turned out, Kan 





DPJ leaders may have underestimated 
how much the alternation of power 
would itself change Japanese politics. 
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sect), and Your Party (a new party.led by LDP 
defectors with a pro-market bent), have refused 
to form a coalition with the DPJ. Thus the DPJ 
may have to cobble meee ad hoc alliances to 
pass legislation. 

Meanwhile, some. of Kan's colleagues have 
begun maneuvering to oust him in the party presi- 
‘dential election in September. The DPJ president 
is elected according to a formula that combines 
votes from DPJ Diet members, local politicians, 
and party members. The DPJ president auto- 
matically becomes the party's candidate for prime 
minister (and hence the prime minister in this 
case, because the DPJ has a majority in the Lower 
House, which formally elects the prime minister). 
Ozawa still controls the largest faction within the 


. party, so he could prove -pivotal in the contest, 


even though he himself will not run.’ 


THE TORTUOUS ROUTE 
So is Japan doomed to endless political reshuf- 
fling and policy gridlock? In the short run, the 
DPJ will be in a weaker position to fulfill its man- 
date to change Japanese 
politics. The party will be 
more vulnerable to ‘fac- 
_ tional disputes, and the 
nation’s parties may con- 
tinue to realign. In the 





enjoyed the briefest of 

honeymoons, as he managed to ible his oppor- 
tunity in the short time before the July elections. 
He broke a cardinal rule of electoral politics by 
pledging to raise the consumption tax. Bureaucrats 
mostly likely had convinced Kan during his ten- 
ure as finance minister that this was necessary. - 

As a result, the cabinets approval ratings plum- 
meted to 38 percent within a..few weeks, and 
the DPJ suffered a humiliating defeat in the 2010 
‘Upper House elections, winning 44 seats com- 
pared to 51 for the LDP. Kan had set a target of 
holding on to the party's previously held 54 seats. 
Ozawa had originally aimed for 60.seats, which 
would have given the DP] a. ee in the Upper 
House. 

The DPJ remairis in power after. this electoral 
debacle because it maintains its majority in the 
more powerful Lower House. Yet it now -will 
need help from other parties to enact ordinary 
legislation, which requires passage in both hous- 
es. The two most likely partners, the Komeito (a 
party affiliated with the Soka Gakkai, a Buddhist 


long run, however, the 

DPJ’s. 2009 election vic- 
tory nonetheless marked an important break ‘in 
Japanese politics, and the country most likely 
will move forward on its tortuous path toward a 
two-party or two-coalition system and more com- 
petitive politics. 

Japan has experienced a similar d of eupho- 
ria and disappointment before. The LDP lost power 
in 1993, not because voters revolted, but because 
the party divided over the issue of political reform. 
Ozawa led the main group of'LDP defectors at the 
time (the Japan Renewal Party), and Hatoyama 
and Kan were among those in a second, smaller 
splinter group (the Harbinger Party). 

Ozawa articulated a vision for reforming 
Japanese politics that included revising the elec- 
toral system, strengthening the prime minister 
and the cabinet, and establishing political con- 
trol over the bureaucracy. In essence, he envi- 
sioned a more majoritarian politics in which the 
government could formulate and: enact policies 
without being undermined by bureaucrats or by 
its own party. 
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After the 1993 Lower House election, the defec- 
tors managed to seize power from the LDP by cob- 
bling together an unwieldy coalition with one new 
party (aptly named the Japan New Party) and sev- 
eral of the traditional opposition parties. Morihiro 
Hosokawa, the leader of the Japan New Party, 
became the new prime minister, and observers 


heralded a political revolution that had toppled: 


the twin pillars of Japan’s postwar political system: 
the LDP and the bureaucracy. 
The.reformers were soon disappointed, how- 
ever, as Hosokawa abruptly resigned in April 1994 
amid a minor financial scandal, and the LDP then 
returned to power in June by forging an alliance 
with the most unlikely of partners: its longtime 
adversary, the SDPJ. The conservative LDP and the 
Socialists had little.common ground on policy 
issues, but this mattered little. The LDP members 
were relieved to have recaptured power, and the 
Socialists got the top spot of all, prime minister, 
which went to party leader Tomiichi Murayama. 
Although the LDP regained power during the 
1994-2009 period,’ the 
upheaval of 1993-94 
nonetheless changed 
Japanese politics pro- 
- foundly. The LDP after 
1994 ruled not by itself 
but in coalition with vari-. 
ous partners. The charac- 
ter of the opposition also was Ganctermed: as new 
more moderate parties took over from the old left. 


A TWO-PARTY SYSTEM? 

Moreover, the non-LDP coalition government 
had passed a major electoral system reform for 
the Lower House in January 1994. Proponents of 
the reform, including Ozawa, had argued that it 
would shift Japan toward a two-party system in 
which the major parties would compete more on 
policy and less on the basis of distributing mate- 
rial benefits to particular constituent groups. 

Before. this reform, Japan had a multimember 
electoral system in which the top two to six vote- 
getters in a district (three to five in most districts) 
would win election. This meant that a large party 
like the LDP would need: to run more than one 
candidate per district to win a majority of seats. 
That in turn meant that LDP candidates would run 
against each other as well as against candidates 
from other parties. And the LDP candidates could 
not differentiate themselves from each other on 
the basis of policies, since they represented the 





The Japanese economy continued to 
sputter, yet the government could not 
produce a coherent strategy for recovery. 





same party and had identical voting. records in 
the Diet (because LDP Diet members voted as a 
uniform bloc). a 

So, the reformers argued, LDP candidates com- 
peted with each other by trying to deliver material 
goods to their constituents, typically in the form 
of public works projects such as roads, railways, 
dams, or irrigation systems. This rampant -clien- 
telism also bred corruption, because these same 
politicians would solicit financial contributions 
from the contractors bidding for the projects. 

The new electoral system for the Lower House 
combines a single-member district system such 
as that used in the US Congress (300 seats), with 
a proportional representation ‘system such as is 
common in Europe (200 seats at first, later low- 
ered to 180). In Japan’s version of proportional 
representation, citizens vote for a party (not 
an individual candidate) and the seats within 
large regional blocs are allocated according to 
the proportion of the-vote received. The pro- 
ponents of electoral reform envisioned that the 
single-member . district 
system would prompt a 
shift toward a two-party 
structure since that sys- 
tem strongly favors large 
parties over small ones. 

Japan has in fact 
moved slowly in the 
direction of a two- -party system. After an extended 
period of party realignment, the DP] established 
itself as the dominant opposition party in the 
2003 Lower House elections. Even so, the DPJ 
and the LDP both represented: a wide spectrum 
of views on policy issues, so voters had difficulty 
differentiating the two parties in policy terms. The 
DPJ began to issue’specific policy proposals in its 
election.manifestos, and the LDP countered with 
its own proposals. Yet the two parties still failed to 
articulate core philosophies to ground the specific 
recommendations. 

The LDP’s charismatic leader. Saneas Koizumi, 
who was prime minister from 2001 through 2006, 
led his’ party to a stunning victory in the Lower 
House election of 2005, and yet also laid the foun- 
dations for its defeat in 2009. Koizumi sought to 
save the LDP by attacking it. He won support from 
urban and nonaligned voters by slashing public 
works spending and by reforming institutions at 
the heart of the LDP political machine, including 
the postal savings system and special public cor- 
porations. 


= Koizumi accelerated a long-term ‘shift in the 
- partys campaign strategy from mobilizing core 
supporters through organization to appealing to 
floating voters via the media. Yet he also alienated 
. the partys traditional constituents, leaving the 
LDP vulnerable .to a counterattack by the cam- 
paign mastermind Ozawa, first in the 2007 Upper 
House elections, and then in the decisive 2009 
Lower House elections. ; 

Despite the similar cycle of expectations and 
disappointments, the 2009 transition differs from 
that of 1993 in several key ways. This time the 
voters ousted the LDP rather than the LDP. simply 
breaking apart; the DPJ rose to power as the domi- 
nant partner in a coalition ‘rather than as a mem- 
ber of a tenuous alliance of many small partners; 
the DPJ has already maintained power for a longer 
period than did the 1993-94 coalition; and the DPJ 
has. more emphatically shattered the expectation 
of perpetual LDP rule: 

Many analysts felt that the e danger after 
the 2009 election was not that the DPJ -would 
falter but rather that the LDP .would dissolve, 
leaving Japan once again with a single-party— 
dominated political system. The surviving LDP 
leaders appeared listless and aimless, and several 
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splinter groups abandoned the party. In this con- 


` text; the silver lining in the 2010 Upper House 


election may be that the LDP recovered -with a 
respectable showing, increasing the chances. that 
it could reemerge as a serious rival that eventu- 
ally can compete with the DPJ on substance as 
well as form. 


POLITICIANS VERSUS BUREAUCRATS 

In fact, DPJ leaders may have underestimated 
how much the alternation of power would itself 
change Japanese politics, and they may have tried 
too hard to enhance this effect through institu- 
tional reforms. After all; the DPJs rise to power 
shattered the presumption of long-term LDP rule 
that had defined Japanese politics for decades. 

.The DPJ brought in new faces and practices that 
disrupted the durable policy networks linking 
LDP politicians, bureaucrats, and interest groups. 
Economic interest groups had to decide whether 
to remain loyal :to the LDP, to switch their alle- 
giance to the DPJ, or to devise some sort of hedg- 
ing strategy. Meanwhile, incoming DP] leaders had 
a strong incentive to assert their authority over a 
bureaucracy that had‘colluded with the LDP for so 


‘many years. 


- Alexander von Humboldt z 


Stlftung/Foundatton 


'. TransCoop Program . 


Funding for Research Visits to Germany for Scholars in the 
_ Humanities, Social Sciences, Economics and Law 


. The Alexander von Humboldt Foundation: will grant up to half of the funding for a new 
collaborative project, such as a joint study, critical edition or seed money for an international 
conference, up to a maximum of EUR 55,000 over three years. ` 


Application for the TransCoop Program is open to scholars at research institutions in : 
Germany, the United: States, and Canada who are working in the humanities, . social 


sciences, law and economics: 


Applications must bé submitted jointly by at least one German and one U.S. or Canadian 
scholar. Ph.D. required. U.S. ‘and/or Canadian funds must cover the balance of the cost of 
the project. Application deadlines: April 30 and October 314. Information and Papplieanons are 
available at: 


www. humboldt-foundation.de ; T j 
info@avh.de 7 





236 © CURRENT HISTORY © September 2010 


The DPJ leaders did not simply play out this 
logic, however, but rather actively dismantled 
core institutions of the postwar policy process. 
They abolished meetings of the administrative 
vice ministers, the top civil servants from each of 
the cabinet ministries, which had often served as 
the final forum for deliberation on a bill before it 
would be rubber-stamped by the politicians in the 
cabinet and then in the Diet. They also eliminated 
the Policy Research Council, which in the LDP 
era had served as a critical locus of coordination 
among party politicians, bureaucrats, and indus- 
try groups. 

The DPJ leaders tried to jettison the normal 
routine of lobbying from the LDP era by prohib- 
iting Diet members from approaching the min- 
istries with a request without vetting it through 
a party screening process controlled by Ozawa. 
Ostensibly this reform was designed to reduce 
corruption by preventing individual lawmakers 
from making deals with interest groups to deliver 
rewards via the ministries. In practice, however, 
it also served as a mechanism by which the party 
tried to shift the allegiance of key interest groups 
into the DPJ camp. 


But the heart of the battle es the DP: 


and the bureaucrats centered on the ministries 
themselves. Ozawa’s original vision for political 
reform had aimed at establishing the supremacy 
. of politicians over bureaucrats. He proposed to 
accomplish this by increasing the number of Diet 
members with ministerial portfolios. 

In the heyday of the LDP-bureaucracy partner- 
ship, each ministry hosted two politicians, a senior 
politician as minister and a junior politician as 
parliamentary vice minister. With some notable 
exceptions, the civil servants would control their 
ministers more than the other way around. The 
ministers would turn over about once a year so 
that all senior LDP Diet members (those elected 
- six times or more) could get a turn as minis- 


ter. Administrative reforms instituted in 2000 ` 


increased the number of politicians with ministe- 
rial portfolios, eliminating the parliamentary vice 
minister title and creating two new ranks: senior 
vice minister and parliamentary secretary. 

The DPJ leaders attempted to take this reform a 
step further so that the three ranks of politicians 
(sanyaku) would actually run their ministries. The 
ministers would make policy, that is, and the civil 
servants would implement it. To realize this goal, 
the new ministers started holding their own meet- 


ings without inviting the civil servants. They took 
charge of press conferences and: press relations. 
They insisted on having a say about personnel 
appointments within the ministries. 

And they soon found themselves in over their 
heads. Many of the ministers lacked experience 
and expertise, and they struggled to keep up with 
all of their new duties. Most civil servants tried to 
play along, but they grew increasingly frustrated 
with ministers who shut them out and yet did not 
understand the subtleties of substantive policy 
issues nor grasp the art of forging a policy consen- 
sus among interested parties. 


THE PATH TO REFORM p 

By focusing on politics over policy, and by 
alienating Japan's true experts in policy and the 
policy process, the: DPJ leaders generated a series 
of policy failures in their first year—none more 
glaring than the inability to formulate a coherent 
economic plan in the midst of a global economic 
crisis. ' 

The government finally announced the general 
outlines of a new growth strategy in December 
2009, and then provided more specifics in June 
2010. It proposed to increase economic growth 
by stimulating demand in key sectors, including 
energy, health care, and tourism. It would cut 
corporate taxes and rely on the Bank of Japan to 
slay deflation. 

But the DPJ leadership failed to produce viable 
solutions for two of Japan’s most critical chal- 
lenges. How would the government foster the pro- 
ductivity increases necessary to propel economic 
growth in the absence of population growth? 
And how would the government pay for its pro- 
grams without exacerbating the country’s fiscal 
challenges? Moreover, the administration’s battle 
with bureaucrats slowed progress on refining the 
details of the proposed policies. The battle could 
also disrupt implementation of these policies 
down the line. | 

The Democratic Party of Japan achieved a his- 
toric victory in 2009, one that will have a lasting 
impact on Japanese politics. Yet the party since then 
has delivered just what its election manifesto sug- 
gested it might: too much political overhaul and too . 
little policy substance. If the DPJ leaders can learn’ 
from their mistakes, they may still be able to address 
Japan’s real need for economic and social reform 
before the next Lower House election, which must 
be called some time before August 2013. a 
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North Korea: How Will It End? 
CHRISTOPH BLUTH 


O: March 26, 2010, a South -Korean Navy reached such a state that it is-hard to see how 


ship, the Cheonan, sank off the west any diplomatic progress can be achieved any time 

-coast of the Korean peninsula. Forty- soon: Indeed, recent events suggest the need for 
six seamen perished. A subsequent investigation a complete reconsideration of the US-led inter- 
by. international experts concluded that a North national approach to North Korea, which until 
Korean torpedo, fired from a midget submarine, now has focused rather narrowly on the nuclear 
had sunk the Cheonan. The South ‘Korean gov- weapons program. 


ernment in May announced the termination of 


all economic relations with North Korea (with WHAT PYONGYANG WANTS 


the exception of the Kaesong industrial complex, -North Korean foreign policy has long seemed 
which the two: countries share) and instituted confusing, and Pyongyang’s intentions have been 
various security-related measures. subject to controversy and. various interpreta- 
All this’ occurred against the backdrop of tions. But despite many outsiders’ impression 
Pyongyangs attempts over the past year to maxi- that the North behaves strangely and errati- 
mize its nuclear weapons potential (after having cally, a clear logic underlies the policies that 
carried out several nuclear and missile tests). Since’ Pyongyang pursues, given the situation in which 
the United Nations in June 2009 imposed punitive it finds itself. 
financial sanctions on North Korea‘and endorsed During the cold war, the confrontation on the 
a proliferation security initiative that entails stop- Korean peninsula was embedded in the East-West 
ping its vessels to search for missile components standoff.. Both Koreas were kept secure: by their 
or nuclear materials, the North has restarted its respective superpower allies and at the same time 
plutonium: reactor and proceeded with uranium restrained. by them. For the DPRK, the geopolitical 
enrichment. As a result, both inter-Korean and US- situation was somewhat more complex than for 
North Korea relations have reached their lowest South Korea because Kim Il-sung (who. led the 
point since the 1980s. All the gains from 10 years North from 1948 until his death in 1994) did not 
of peninsular rapprochement and international accept Soviet dominance, such as was exercised 
negotiations appear to have been lost. in parts of Eastern Europe. Instead, he pursued 
Why has the Democratic People’s Republic a policy of equidistance between China and the 
of Korea (DPRK) reverted to stich aggressive Soviet Union. At the. same time, Kim Il-sung 
behavior ‘after a period of at least episodic dip- gradually built up North Korea's military capabili- 
lomatic engagement? Some analysts have attrib- ties with a view to achieving unification under his 
uted the shift to a succession struggle brought leadership when the time was ripe. 
on by President Kim Jong-il’s illness last year. Since the end of the cold war, and North Korea’s 
Pyongyang may also’be attempting to create bar- loss of economic support and reliable security 
gaining leverage, hoping to gain recognition as a guarantees from erstwhile sponsors, Pyongyang’s 
nuclear power. top priority has been regime survival. The current 
In any case, tensions between the DPRK and regime, headed by the “Great Leaders” son, Kim 


both South Korea and the United States have Jong-il, feels threatened by a changed geopolitical ` 
i environment and in particular by what it consid- 


CHRISTOPH BLUTH, a professor at the University of Leeds, is ers Americas “hostile policy.” It is also threatened 
the author of Korea (Polity Press, 2008). by severe economic difficulties. 
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The Americans’ concerns regarding North 


Korea's nuclear program have provided Pyongyang . 


with an opportunity to engage the United States. 
This engagement came to be perceived in the 
North as the key to addressing both external secu- 
rity worries and the country’s economic predica- 
ment. Essentially, North Korea wants the United 
States to accept the regime’s legitimacy, normalize 
diplomatic relations, take concrete steps to end 
the military threat to North Korea (such as sign- 
ing a nonaggression pact), and remove economic 
sanctions. 

It is important in this context to understand 
not only the motivations that drive North Korean 
foreign policy, but also the tactics. Just as the 
United States uses coercive measures (such as uni- 
lateral and multilateral sanctions and UN Security 
Council resolutions) as well as incentives (the 
provision of fuel, diplomatic visits, and the lifting 
of sanctions) in its approach to North Korea, so 
too does Pyongyang use its own form of pressure 
tactics (such as developing and demonstrating 
military capabilities, refusing to attend talks, issu- 
ing verbal threats, and abandoning previous agree- 
ments) alongside cooperative gestures (permitting 
nuclear inspections, implementing parts of previ- 
ous agreements, attending talks, and entering into 
new agreements). The principle at work is “action 
for action.” 

There are two reasons for the North's negotiat- 
ing behavior. The first is that North Koreans want 
to negotiate each element of a package deal sepa- 
rately in order to extract maximum concessions 
at each stage. The second is that the nuclear and 
missile programs are the only cards that North 
Korea has. The George W. Bush administration’s 
insistence on “complete, verifiable, and irrevers- 
ible disarmament” was not workable from the 
North Koreans’ point of view because if they gave 
up their only cards they would have no further 
bargaining leverage. 

Consequently, North Korean concessions have 
amounted to very partial and reversible resolu- 
tions of the nuclear issue. Before its first nuclear 
test on October 9, 2006, North Korea at various 
times reaffirmed that it was prepared to denucle- 
arize the Korean peninsula, yet the best that has 
ever been on offer is a freeze of nuclear activities 
and termination of the production of plutonium. 


METHOD IN MADNESS 


The concepts of sovereignty and national 
autonomy play a key role in North Korean diplo- 


` macy. External inspections, the application of 


international law, and the verification of agree- 
ments are seen as fundamentally contradicting 
these principles. 

An example of the practical consequences 
of such tensions was the North’s launch of a 
Taepodong-2 rocket on April 5, 2009. The launch 
was clearly designed to demonstrate North Korea’s 
missile capabilities and its defiance of UN Security 
Council Resolution 1718, which imposed eco- 
nomic sanctions in the aftermath of the North’s 


` 2006 nuclear test. It was also a way for the Kim 


regime to show that it was standing up for its sov- 
ereign rights and was not cowed by international 
reaction. f 

It is evident from the history of US-DPRK nego- 
tiations that North Korean diplomats are often 
under pressure to prove that they are standing 
up to the demands of the United States. This can 
mean that, at times, they become too inflexible, 
lose sight of larger objectives, and fail to obtain 
the results that they are seeking. 

The Norths decision to produce a nuclear 
device and conduct a nuclear test was made in 
2003, after a session of the Supreme People’s 
Assembly in September 2003. A decisive factor in 
the decision was the.Iraq War; which seemed to 


‘demonstrate the need for a capacity to deter a US 


attack. The North Korean elite entertains deeply 
engrained beliefs about the nuclear program— 
that it enhances the status of. the DPRK, that it 
deters external aggression, and that it facilitates 
a.security dialogue with the United States, which 
also enables North Korea to obtain much needed 
economic support. 

While North Korea has sometimes been willing 
to freeze and limit its nuclear program, leaders in 
Pyongyang have never reached a point at which 
they would finally give it up—and it is difficult to 
conceive of any circumstances under which this 
might happen. Even if the DPRK’s various demands 
were met and the United States established dip- 
lomatic relations, signed a nonaggression pact, 
and followed through with other commitments 
to change its “hostile policy,” this would not be 
enough, in the DPRK leadership's view, to perma- 
nently guarantee North Korea’s security. 

Yet it is the nuclear program that is primarily 
responsible for the external threat to North Korea 
in the first place. This reveals a curious paradox in 
North Korean foreign policy, which is fundamen- 
tally predicated on making North Korea appear 
dangerous to the international community. This 


strategy. motivates: the United States and other 
countries to engage with North Korea in- order 
to mitigate the threat—but for the engagement 
to be sustained, the threat has to'be periodically 
revived. . 

Hence the anei inescapable cycle of con- 
flict and cooperation. This dynamic explains 
North Koreas diplomacy, which to outsiders 
sometimes appears erratic and even irrational. 


STATES OF CONFUSION 
US policy toward North Korea has been domi- 
nated by the nuclear program since the early 
1990s. Policy makers in Washington during this 
time have been: faced not only with the underlying 
paradoxes of DPRK policy, but also with a funda- 
mental disagreement among American politicians 
and officials about how to deal with the issue. 
The conflict over what US policy should be stems 
from different pi of the nature of the 
problem. 
mM eUY, conservatives see North Kona as a 
“rogue” totalitarian regime _ brutalizes its own 
population. Pyongyang’s a aT 
propensity .for external 
aggression thus results 
from its -“nature’—a set 
of tendencies shared with 
other totalitarian regimes . 





Recent events suggest the need for a 
complete reconsideration of the US-led 
international approach to North Korea. | 
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This kind of approach, moreover, entails sig- 
nificant risks, insofar as it advocates total economic 
sanctions in order to bring about regime change— 
an objective unlikely to be achieved, given China’s 
refusal to cut off support for North Korea. Attempts 
to realize the objective of regime change might have 
catastrophic consequences, as of course would mil- 
itary action, something also contemplated by Bush 
and those who support his approach. 

The liberal perspective on North Korea is 
grounded in a realist approach to international 
relations and interprets North Korean foreign 
policy behavior as a rational response to the geo- 
political situation in which the DPRK finds itself. 
North Korea perceives the United States as con- 
stituting a real and present threat to its national 
security, based on America’s threatening preemp- 
tive strikes at times and consistently refusing to 
recognize the legitimacy of the North Korean 
state. Looking at North Korean actions-in more 
detail, it is possible to. explain many of them as 
countermoves in response to American political 
pressure or even military threats. 

The ‘corollary to. ‘this 
point of view is that if 
the external threat. to 
North Korea is mitigated, 
Pyongyangs behavior will 
change. A more extreme 





throughout history. 
According to this view, the - 
international community should: use all coercive 
means at its disposal, from isolation to sanctions 
to military action, in. order to contain and deal 
with the threat that the DPRK poses. 

‘President Bush designated North Korea as 
part of an “axis of evil,” a group of states said to 
threaten the international community by support- 
ing terrorism and developing weapons of mass 
destruction. The term “evil,” of course, is just a 
label, and one that communicates nothing about 
the constitution of North Korea’s national interests 
. or the objectives of the country’s policies. On the 
contrary, the term discourages further analysis. 

But putting aside the fact that Bush’s approach 
to.North Korea substituted name-calling for a real 
effort to understand the country, it also failed by 
not providing a coherent basis for policy. In fact, 
precisely this kind of thinking -precipitated the 
end of the 1994 “agreed framework” on freez- 
ing North Korea’s nuclear program and resulted 
in -Pyongyangs completing its development at 
nuclear weapons. 





version of this perspective 

' is espoused by policy mak- 
ers in China- and many on. the left in South Korea, 
who see the United States as the real source of 
instability in the region. 

The deep divisions in Washington about the 
nature of the problem and the appropriate means 
to deal with it have seriously: hampered US diplo- 
matic efforts. Congress's unwillingness to support 
the Bill Clinton administration during the 1990s 
meant there could be no treaty with the DPRK, 


` only the so-called agreed framework. 


Moreover, Congress could not be relied on 
to provide any. funds, so the financial. burden of 
implementing the agreed framework had to. be 
assumed mostly by the South Koreans and the 
Japanese. The funds for heavy fuel oil promised by 
the United States had to be found in discretionary 
accounts, which caused supplies to fall behind 
schedule and meant the United States was seen 
as an unreliable partner in the agreed framework. 

President Barack Obama is likely to get support 
from Congress for whatever diplomacy he pursues, 
as long as both houses retain a Democratic Party 
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majority. But Republican Senator John McCain 
of Arizona, among others, has already signaled 
that he rejects even agreements reached under the 
Bush administration. 

The more fundamental problem is that the 
basic elements of whatever agreement is arrived at 
with the DPRK simply cannot be implemented in 
full. During 15 years of negotiation, neither side 
has reached a point at which it has been truly will- 
ing to hold up its end of the bargain. Furthermore, 
just as North Korea will never fully relinquish its 
nuclear card, the United States will never fully 
accept the legitimacy of the Kim regime, and 
American policy makers are deluding themselves 
if they think otherwise. 

Consequently, the two sides have framed the 
objectives of their negotiations around ideals, rath- 
er than achievable goals. In the end, they will have 
to settle for something less than ideal—that is, 
curtailment of the nuclear program rather than full 
denuclearization, and full diplomatic relations but 
without US endorsement of the regime.as such. 


THE GENIE IS OUT 

Much of the discourse about North Korea has 
emphasized the threat that North Korea repre- 
sents to the international community. Thus, the 
main focus of diplomatic engagement has been 
on the nuclear program. This was an inevitable 
development—given that North Korea has sought 
to leverage its military capabilities to induce 
the international community and especially the 
United States to engage with it—but it has pre- 
vented the emergence of a holistic approach to the 
crisis on the Korean peninsula. 

At one time, all of the Americans’ diplomatic 
resources were devoted to stopping North Korea 
from acquiring a nuclear weapon; now that this 
effort has failed, the objective is to put the genie 
back in the bottle and persuade Pyongyang to 


eliminate its nuclear capabilities. However, there ` 


is little chance that this can be achieved. 

The United States has tried both to compel and 
to persuade North Korea to give up its nuclear 
program. The results have been mixed. The tem- 
porary freezing of the nuclear program under the 
Clinton administrations agreed framework did 
stop the production of plutonium for a time. That 
could be seen as a vindication of patient, step-by- 
step negotiation based on a judicious mix of pres- 
sure and incentives. - 

How long the agreed framework might have 
lasted if the Bush administration had taken a dif- 


ferent approach is a matter for speculation. The 
more recent agreement reached at six-party talks 
(involving both Koreas, China, Russia, Japan, and 
the United States) envisaged denuclearization in 
two phases, in return for economic benefits and 
the normalization of relations between the DPRK 
and the United States. But it has seemingly been 
abandoned without provocation. 

In fact, North Korea has defected from almost 
every treaty or framework it has signed. The lib- 
eral emphasis on “taming” countries by. promot- 
ing their participation in international institutions 
does not work in the case of North Korea because 
the DPRK's leaders never adopt and internalize the 
principles and values underlying the institutions 
and agreements that their nation is invited to join. 
Small violations in any agreement are used as an 
excuse to defect as soon as the North Koreans 
believe that the agreement no longer suits their 
purposes or that a better deal can be had. 

How do we explain this kind of behavior? Two 
points need to be understood. The first is that 
the North Koreans only respect power, and have 
absolutely no respect for norms or values. They 
believe, moreover, that others act in precisely the 


- same way that they do. From this perspective, 


international law and institutions have no merit in 
and of themselves, but are merely used as instru- 
ments of power to achieve certain objectives. 

This is why it is incomprehensible to North 
Korea's leaders that they should permit intrusive 
inspections by the International Atomic Energy 
Agency (IAEA) merely because the DPRK acceded to 
the Nuclear Non-Proliferation Treaty. They see the 
IAEA only as an instrument of US.policy. Efforts to 
negotiate treaties, and to enforce them once they 
have been reached, are just part of a continuous 
power play, in which North Korea seeks to extract 
the maximum advantage at every turn. 

The second consideration in understanding 
Pyongyangs behavior is that the confrontation 
over the nuclear program is merely a symptom of 
a more basic problem for the North Korean state, 
one that is fundamentally irresolvable. That is, the 
general concept of negotiations over the nuclear 
program was that the international community 
would underwrite North Korea economically and 
normalize relations in return for the abandon- 
ment of weapons of mass destruction. But even if 
the nuclear issue were to be resolved, the North 
Korean regime would remain unacceptable to the 
United States and most of the international com- 
munity. No matter what agreements are signed, 


the outside world will still seek gradual regime 
change. 

On the other hand,:the North Korean state is 
not viable politically, socially, or economically. Its 
rulers reject internal reform, refuse to open up the 
country to the world, and conduct foreign policy 
on the basis of threats. Its projection of an exter- 
nal threat (primarily from America) is a major 
element of its internal legitimation. 


THE NORTH’S DILEMMA 

This leaves the North Korean leadership with 
a dilemma: It needs to improve its relations with 
the outside world and especially the United States 
in order to mitigate the external threat and obtain 
the economic support that it needs, while at the 
same'time any such improvement undermines the 
regime and brings into question its. very reason to 
exist. Thus, as we have seen, an unending cycle of 
confrontation and accommodation is inevitable as 
long as this regime endures. 

Efforts to compel North Korea to, eliminate 

its nuclear devices and materials or its ballistic 
‘missiles are doomed to 
failure. Sanctions have a 
limited -effect'as long as 
China provides enough 
food and oil to maintain 
a basic: lifeline for the 
. regime. Diplomatic pres- 
sure and UN Security 
Council resolutions produce a defiant reaction. 
The use of force is so risky (and limited strikes 
are unlikely to have the desired effect) that no 
- American president can contemplate it. 

Another possible strategy would be to simply 
ignore North Korea and not to engage with it at 
all. This form'of containment might look attrac- 
tive, but significant dangers are associated with 
it. First, there would no longer be any constraints 
on Pyongyang’s nuclear program and its develop- 
ment of ballistic missiles. If North Korea restored 
its facilities at Yongbyon and completed the con- 
struction of two other reactors, it would be able to 
produce significant stockpiles of plutonium. 

Moreover, it is likely that in due ‘course 
Pyongyang will develop a ballistic missile of true 
intercontinental range, capable of reaching. the 
continental United States. From Washington’s 
point of. view, this would represent both an unac- 
ceptable risk and a shift in the balance of power 
that would constrain US options in dealing with 
North Korea. < 





The Cheonan incident has set back any 
prospects for a fruitful dialogue between 
the United States and North Korea. 
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For these reasons, a form of engagement. that 
enables the international community to put some 
constraints on North Korean nuclear capabilities 
and reduces military provocations seems the only 
viable option, however unsatisfactory it might be. 

It is important to understand that there is 
essentially no solution to the North Korean prob- 
lem. As long as the Kim regime or its successor 
has sufficient resources to maintain power (this 
means to support the lives of the political and 
military elite on which the regime depends), then 
there is no prospect for meaningful political or 
economic reform because reform is (correctly) 
perceived as a threat to the regime. ; 

This was demonstrated ‘most recently by the 
disastrous “currency reform? undertaken in 
November 2009 in an attempt to shut down bur- 
geoning private markets and confiscate private 
savings. North Koreans, without warning, were 
told that they had one week to convert a limited 
amount of their old currency to the new currency, 
at a rate of 100 to 1. (That is, one hundred of 
the old won, the: North Korean currency, would ' 

i be worth one new won.) 
Because the government 
placed strict limits on the 
ability to convert. cash 
holdings, considerable 
amounts .of' private sav- 
ings and private entre- 
preneurs’ working capital 
were in effect wiped out. 

This crude attempt to gain more control over 
the economy provoked the most serious unrest 
in recent years. It resulted in unprecedented gov- 
ernment apologies (without much of a change 
in policy), as well as the execution of an official 
blamed for the decision. It also reminded regime 
officials that major changes in economic poleis 
can carry substantial risks. ~ 

In such an environment, any effort by external 
actors to get the regime to open up and modernize 
the economy is resisted. Although North Korea’s 
leaders are acutely aware’that the country needs 
economic support from abroad in order to survive, 
they also realize that such support can undermine 
their power. Humanitarian aid is tolerated, given 
the difficulties the regime has in providing for 
the basic needs of the population, but it.is not of 
much interest to those in power. What they seek 
is hard currency for their own requirements, inter- 
national recognition to legitimize their position, 
and noninterference in their domestic affairs. 
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A sudden collapse of the North Korean state 
would catry potentially catastrophic consequenc- 
es. Millions of refugees might stream into China 
or South Korea, many of them heavily armed ex- 
soldiers. There is also the prospect of severe fight- 
ing among various military factions in the event of 
the collapse of central control. It is in the interests 
of all countries in the region to prevent this from 
happening. 

The concept of economic engagement with 
North Korea is predicated on the notion that, even 
if the regime makes no specific concessions to gain 
economic aid, the assistance will make the gov- 
ernment increasingly dependent on neighboring 
countries. Although this dependence is a reality, 
the regime has been trying to limit its impact—and 
China, Japan, South Korea, and the United States 
have found it nearly impossible to translate the 
dependence into tangible political leverage. 


THE DOOMED REGIME 

Even so, the grip of the regime is weakening 
very gradually. State control in the northern prov- 
inces has declined because the central government 
no longer has the resources to sustain the public 
distribution system consistently at a level that 
meets basic needs. The border with China has 
become porous, and North Korean border guards 
are easily bribed. Many North Koreans, especially 
in the northern provinces, have access to Chinese 
cell phones. 

Although no political space exists now for 
the emergence of an opposition or a rebellion, 
the North Korean regime cannot be sustained 
indefinitely. Change will come sooner or later. 
The problem is that it is very hard to conceive of 
a soft landing. - 

Various countries maintain secret contingency 
plans for the collapse of the North Korean state, 
yet neither the South Koreans nor the Americans 
have a clear vision. of the future of the Korean 
peninsula. The Republic of Korea is, according 
to its constitution, the sole legitimate Korea, and 
therefore its territory legally comprises the whole 
of Korea. So unification is in theory the primary 
goal of public policy. 

While, as a general sentiment, this resonates 
deeply in the psyche of most South Koreans, 
in practice there is not much appetite for the 
enormous burdens and sacrifices that unifica- 
tion would entail. The North has become another 
foreign country that happens to share a common 
language and ancient history. 


. Likewise, the United States supports the goal of 
Korean unification in principle, but has not done 
much in practice to help bring it about. There is 
no agreed plan for an endgame, no preparation for 
the dramatic change that will come one day (such 
as creating an international fund to help manage 
the transition). 

In light of these realities, it is important to map 
out the key objectives in diplomacy with North 
Korea. The first priority must be to prevent an 
outbreak of war on the peninsula. In principle, the 
balance of strategic deterrence in Korea is stable. 
The problem is that the North Korean state is not 
stable, and its leaders indulge in military provoca- 
tions in order to compel changes in US policy or 
to extort economic concessions. 

Recurrent brinkmanship, such as the sinking of 
the Cheonan in March, carries a risk of escalation 
that could get out of control. Thus, it is important 
not to provoke any military action, while at the 
same time refusing to be intimidated by provoca- 
tions and threats of war. 

Another critical policy goal must be to stop the 
proliferation of nuclear and missile technology by ` 
North Korea. The proliferation security initiative 
(PSI) and recent UN Security Council resolutions 
have provided useful tools. In response to the 
Cheonan incident, the South Korean government 
has finally agreed to full participation in the PSI. 

But prevention cannot be completely effec- 
tive, especially since North Korean consultants 
and equipment can travel by air to states such 
as Pakistan, Syria, and Iran. Financial induce- 
ments may be needed, at least in the short term, 
to reduce the incentives to proliferate, given that 
ballistic missiles to date have been North Korea's 
most successful export. ; 

Finally, although a sudden collapse of the 
Pyongyang regime is in nobody's interest, it must 
be a goal of the international community to 
weaken the hold of the regime over its people in 
the long run and to promote Korean unification. 
Focusing economic support for North Korea on 
the needs of the population rather than of the 
regime (food aid in particular), and finding ways 
to allow more information about the outside 
world to seep into the country, are important ele- 
ments of such a strategy. 


A KOREAN ENDGAME ; 
President Obama and South Korean President Lee 

Myung-bak, at a June 2009 summit in Washington, 

emphasized the threat posed by North Korea’s 


nuclear program, and Obama vowed to break the 
cycle of allowing North Korea to create crises to 
reap further rewards. But it is unclear what means 
are proposed to deal with North Korea from now 
on. Not only is there. no clear concept of how 
North Korea’s nuclear arsenal is to be eliminated, 
but the focus remains on the nuclear question 
rather than the regime itself, thus perpetuating the 
contradictions of previous policies. 

This confusion has been exacerbated by the 
Cheonan incident, which brought the two Koreas 
to the edge of military confrontation and has 
resulted in the near-total severance of inter- 
Korean relations. The incident also has set back 
any prospects for a fruitful dialogue between the 
Americans and North Korea, since Obama has put 
the full weight of the United States behind the 
South Korean presidents response to the crisis. 

It seems that the American approach of “engag- 
ing North Korea” and the South Koreans’ “sun- 
shine policy” are too limited. The United States 
and the Republic of Korea should consider setting 
a framework for a controlled 
regime transition. This is not 
to be confused with regime 
change, along the lines of. 
the Bush administration’s 
approach.- Instead, already 
existing commitments by 
North and South Korea to 
begin a path to unification 
should become the centerpiece of policy toward 
North Korea. 

Unification is the only viable solution for North 
Korea because it is the only path toward regime 
change that has legitimacy, and it is the only way 
for North Korea to acquire the political leader- 
ship, the managerial expertise, and the financial 
resources that it needs to extricate itself from the 
parlous state in which it has become entrapped. 

This is an ambitious policy, to be sure, one that 
faces numerous obstacles. The first is the difficul- 
ty of achieving international consensus; without 
the active support of China and Russia, it will be 
difficult to pursue such a policy. South Korea and 
Japan also need to be convinced that it is worth 
taking the risks inherent in such an approach. 

China will need a number of reassurances, such 
as measures to prevent a massive refugee crisis at 
its border and an agreement to withdraw US forces 
from the Korean peninsula after unification. The 
prospect of undesirable consequences—such as 





Efforts to compel North Korea 
to eliminate its nuclear devices 
and materials or its ballistic 
missiles are doomed to failure. 
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higher military tensions in the region—if China 
does not cooperate in resolving the North Korea 
problem may alter Beijings strategic calculations. 

The second obstacle is that the North Korean 
regime will resist fiercely. The DPRK's, leaders 
must be convinced that there is no alternative. 
This realization may not happen for a number of 
decades, and it will happen only if China adopts a 
different policy toward the North. In other words, 
we cannot expect much progress toward Korean 
unification until a post-Kim regime reforms sub- 
stantially, or until the gradual decay of the existing 
power structure reaches a critical level. 

The third obstacle—and this is a bitter pill to 
swallow—is that in order for North Korea’s lead- 
ers to relinquish power, their personal safety must 
in some way be guaranteed, along with immunity 
from prosecution and a reasonably good lifestyle. 

The transition to a unified Korea will take 
decades to accomplish. This means that, as envi- 
sioned in a 2000 North-South Korean summit 
agreement, there needs to be a period of con- 
federation. Unlike what 
was proposed in the sum- 
mit agreement, however, the 
existing regime in North 
Korea would be replaced by 
an interim government that 
would provide for internal 





security and embark on a 
program of economic reform. 
Gradually the North would adopt the laws of the 
Republic of Korea and develop its economy along 
free-market lines. In order to avoid a refugee cri- 
sis, the free movement of people would be intro- 
duced gradually. 

The first step for the US government on this 
dangerous and difficult road is to make Korean 
unification the central goal of its policy. The sec- 
ond step is to convince the international commu- 
nity that this is the only way forward. The. third 
step is to create an international fund to provide 
for the enormous costs of unification, which the 
Republic of Korea cannot bear alone. 

It is easy to dismiss this approach as utopian 
and unrealistic. But if Western countries and 
their regional partners were to adopt Korean 
unification as the central goal-of policy toward 
the Koreas, this would not only radically change 
public discourse. It would constitute the first - 
step on the road toward a resolution of the crisis 
on the peninsula. a 





“China's ‘population i is likely to peak l ies than is. years from’ now, ‘below a maxi- 
mum of 1.4 billion. After-that will come a prolonged, even ‘indefinite, poprilarion, 


decline and a period of accelerated aging.” 








China’s Population Destiny: 
The Looming Crisis- 


WANG FENG 


bservers of China’s rise, when assessing the 
() implications for global peace and prosper- 

ity, have largely focused their attention on 
the country’s economy, on its energy and resource 
needs, on the environmental consequences of its 
rapid expansion, and on the 
nation’s military buildup and 
strategic ambitions. Yet, un- 
derlying all these dazzling 
changes and monumental 
concerns is a driving force that has been seriously 
underappreciated: China’s changing demography. 

With 1.33 billion people, China today remains 
the world’s most populous country. In a little more 
than a decade, however, it will for the first time in 
its long history give up this title, to India. But, even 
more important, China’s demographic landscape 
has in recent decades been thoroughly redrawn by 
unprecedented population changes. These chang- 
es will in the future drive the country’s economic 
and social dynamics, and will redefine its position 
in the global economy and the society of nations. 
Taken together, the changes portend a gathering 
crisis. 

One number best ANE China’s demo- 
graphics today: 160 million. First, the country has 
more than 160 million internal migrants who, in 
the process of seeking better lives, have supplied 
abundant labor for the nation’s booming economy. 
Second, more than 160 million Chinese are 60 
years old or older. Third, more than 160 million 
Chinese families have only one child, a product 
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in part of the country’s three-decade-old policy 
limiting couples to one child each. (The total 
populations of countries like Japan and Russia do 
not reach 160 million; Bangladesh’s ea is 
roughly equal to that number.) 

But the relative size of these three Chinese pop- 
ulation groups of 160 million will soon change. As 
a result of the country’s low fertility rates since the 
early 1990s, China has already begun experienc- 
ing what will become a sustained decline in new 
entrants into its labor force and in the number of 
young migrants. The era of uninterrupted supplies 
of young, cheap Chinese labor is over. The size 
of the country’s population aged 60 and above, on 
the other hand, will increase dramatically, growing 
by 100 million in just 15 years (from 200 million 
in 2015 to over 300 million by 2030). The number 


of families with only one child, which is also on a 


continued rise, only underscores the challenge of 
supporting the growing numbers of coy Chi- 
nese. 

Why should one care about these demographic 
changes, and why should the overused label “cri- 
sis” be attached to such slow-moving develop- 
ments? The aging of China’s population repre- 
sents a crisis because its arrival is imminent and 
inevitable, because its ramifications are huge and 
long-lasting, and because its effects will be hard to 
reverse. 

Political legitimacy in China over the past three 
decades has been built around fast economic 
growth, which in turn has relied on a cheap and 
willing young labor force. An aging labor force will 
compel changes in this economic model and may 
make political rule more difficult. An aging popu- 
lation will force national reallocations of resources 
and priorities, as more funds flow to health care 
and pensions. 


Indeed, increased spending obligations created 
by the aging of the population will not only shift 
resources away from investment and production; 
they will also.test the government’ ability to meet 
rising demands for benefits and services. In com- 
bination, a declining labor supply and increased 
public and private spending obligations will result 
in an economic growth model and a society that 
have not been seen in China before. Japan’s eco- 
nomic stagnation, closely related to the aging of its 
population, serves as a ready reference. 

China’s demographic changes will also have far- 
reaching implications for the world economy, which 
has relied on China as a global factory for the past 


two decades and more. The changes may also.affect _ 


international peace and security. An aging popula- 
tion is likely to lead to a more peaceful society. But 
at the same time, the projected 20 to 30 million 
Chinese men who will not be able to find wives, 
due to the country’s’ decades-long imbalanced sex 
ratio at birth, may constitute a large group of un- 
happy, dissatisfied people. Claims that these future 
bachelors will harbor criminal intentions and a 
propensity to form invading 
forces against China’s neigh- 
bors are unsubstantiated and 
overblown. Still, the fact that 
such a large number of Chi- 
nese men will not be able 





The ripple effects of fertility decline 
have begun to emerge everywhere 
in China these days. 
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fertility has dropped to a level lower than that of 
many developed countries, including the United 
States, Britain, and France—indeed, it is among 
the lowest in the world. And China has witnessed 
the largest flow of internal migrants in world his- 
tory, resulting in an urbanization process that is 
of comparable historical proportions. These forces 
combined have created a population that is rapidly 
aging and rapidly urbanizing. 

China’s mortality over the past three decades 
has been on a path of continuous decline. Despite 
concerns. over the collapse of the rural collective 
public health care system in the 1980s and increas- 
ing incidents and reports of air pollution, food 
poisoning, and public health crises (such as the 
SARS epidemic in 2003), the Chinese population's 
overall health:has continued to improve with the 
spread of affluence. The latest numbers based on 
nationally representative surveys put life expec- 
tancy at birth at 74.5 years for females and 70.7 
for males, levels that approach those‘of the world’s 
more developed countries. Longer life expectancy 
means more old people in the population and an 

increasing demand for ser- 
vices and expenditures Te- 
lated to health care. 
But more important than 
‘increased life expectancy in 





to marry is clearly a serious 
social concern, and the issue’ 
should not be neglected. 
What also makes China’s detiene future 
a looming crisis is that, so far, the changes have 
. largely taken place under the radar. This is so in 
part because China still has the world’s largest 
population and its population is still growing. It 
is also due in part to a continued tendency in Chi- 
` na and elsewhere to believe that overpopulation 
is the root cause of all problems. Hence China's 
hesitation, even reluctance,.to phase out its one- 
child policy—an important cause of the country’s 
. demographic challenges. 

Something little understood by the outside 
world, and indeed to the Chinese government and 
public, is that today’s demographic changes mark 
only the beginning of a crisis that will be increas- 
ingly difficult to mitigate if action is not taken soon. 


A NEW ERA . 

China has entered a new demographic era. Its 
mortality rate has dropped to a level not very dif- 
ferent from that of the developed countries. Its 


graphic era—and determin- 
‘ing China’s demographic fu- 
ture—is declining fertility. For nearly two decades, 
the average number of children a couple is expect- 
ed to produce has been less than 2, recently fall- 
ing as low as approximately. 1.5. Such a number is 
below the replacement level (the level required for 
a population to maintain its size in the long run). 
China’s low fertility, however, is a fact that has 
been established as real only relatively recently, in 
part because of problems associated with deterio- 
ration in the country’s birth registration and sta- 
tistical data collection system, and in part because 
of the government’s reluctance to acknowledge 
declining fertility. The current period of fertility 
decline began quietly and remained unnoticed for 
almost a decade. When the first signs that fertil- 
ity had dropped below the replacement level were 
reported in the early 1990s; they were quickly dis- 
missed in the context of what was believed to be 
widespread underreporting of births. 
By the turn of the twenty-first century, China’s 
demographic transition could no longer be doubt- 
ed. Today the national fertility level is around 1.5 


defining Chinas new demo- ` 
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and possibly lower. In the country’s more developed 
regions, fertility has been even lower for more than 
a decade—barely above 1 child per couple, a level 
that rivals the lowest fertility rates in the world. 
The ripple effects of fertility decline have be- 
gun to emerge everywhere in China these days. In 
1995, primary schools nationwide enrolled 25.3 
million new students. By 2008, that number had 
shrunk by one-third, to only 16.7 million. In 1990, 
China had over 750,000 primary schools. By 2008, 
due to the combined effects of fertility decline 
and educational reforms, the number of primary 
schools nationwide had fallen to about 300,000. 
In a country where getting into a university has 
always been a matter of intense competition and 
anxiety, the number of applicants to universities 
has begun to decline in the past couple of years. 
The challenges posed by these demographic 
changes will be more daunting in China than in 
other countries that have experienced mortality 
and fertility declines. The reason for this does not 
lie in the size of China’s population, but in the 
speed with which the People’s l 
Republic has completed its 
transition from high to low 
birth and death rates. China 
has achieved in 50 years—in- 
creasing life expectancy from 
_ the 40s to over 70—what it 


Japan's economic stagnation, 
closely related to the aging 
of its population, serves 
as a ready reference. 


tries in the world, China will have far less time to 
prepare its social and economic infrastructure to 
deal with the effects of a rapidly aging population. 

And for the People’s Republic the challenge is all 
the more difficult because the country is undergoing 
an economic upheaval at the same time that its pop- 
ulation is rapidly changing. While China continues 
to transform itself from an agrarian to an industrial 
and post-industrial society, and from a planned to 
a market-based economy, it not only will need, for 
example, to provide health care and pensions for 
a rapidly growing elderly population that has been 
covered under government-sponsored programs. It 
also will need to figure out how to expand the scope 
of coverage to those who were not covered under 
the old system. 


REVERSAL OF FORTUNES 

China’s astonishing economic expansion over 
the past two decades took place within a highly, 
almost uniquely favorable demographic context. 


` But the country is at the end of reaping economic 


gains from a favorable popula- 
tion age structure. 

Economic growth relies ona 
number of basic factors. Aside 
from institutional arrange- 
ments, these include capital, 
technology, markets, and labor. - 





took many European coun- 
tries a century to accomplish. 
In 2000, when the ratio of income levels in the 
United States and China was still about 10 to 1, 
female life expectancy in China was only about 
five years below that of the United States (75 
versus 80). China, in other words, completed its 
mortality-decline transition while per capi in- 
come was still at a very low level. 

Major fertility reduction in China took even 
less time. In just one decade, from 1970 to 1980, 
the total fertility rate (TFR) was more than halved, 
from 5.8 to 2.3, a record unmatched elsewhere. 
(TFR extrapolates an average woman’ fertility over 
her lifetime from a society's fertility rate in a given 
year.) In contrast to Western European countries, 
where it took 75 years or longer to reduce TFR 
from around 5 to the replacement level, in China 
a similar decline took less than two decades. As a 
result, in 2008, China’s rate of population growth 
was only 5 per thousand, down from over 14 per 
thousand in 1990 ‘and 25 per thousand in 1970. 

Such a compressed process of demographic 
transition means that, compared with other coun- 





In China’s case, foreign direct 
investment, especially from 
overseas Chinese, brought not only capital but also 
technology and management know-how. Foreign 
consumer demand, especially in the United States 
(fueled first by the dot-com boom and then by the . 
housing and stock market boom), supplied a ready 
market for China’s export industries. But capital, 
technology, and overseas markets alone would not 
have made China a global factory in the last two 
decades of the twentieth century. The country’s 
economic boom relied on another crucial factor: a 
young and productive labor force. 

Such a labor force, a non-repeatable historical . 
phenomenon resulting from a rapid demographic 
transition, was fortuitously present as the Chinese 
economy was about to take off. The large birth co- 
horts of the 1960s and 1970s were at their peak 
productive ages when the boom began. This good 
fortune, measured as a demographic dividend, is 
estimated to have accounted for 15 to 25 percent of 
China’s economic growth between 1980 and 2000. 

The term “demographic dividend” refers to 
gains (or losses) in per capita income brought 


about by changes in a population’s age struc- 
ture. It is expressed as the ratio of the growth 
rate of effective producers to the growth rate of 
effective consumers. It resembles but is not the 
same as the commonly used “dependency ratio,” 
which is the ratio of the dependent-age popula- 
tion (such as 0-14 years old and 60 and above) 
to the productive-age population (such as 15-59 
or 20-59). The demographic dividend, unlike the 
dependency ratio, takes into account people in 
the productive age cohort who are not contribut- 
ing to income generation (for example, because 
they are unemployed) as well as those within the 
dependent age range who generate income (such 
as from after-retirement‘earnings). 

:For the most part, China has exhausted its 
denioniapnie fortune as measured by the demo- 
graphic dividend—that is, by the changing sup- 
port ratio between effective producers and effec- _ 
tive consiimers. Between 1982 and 2000, China - 
enjoyed an average annual rate of growth in the 
support ratio of 1.28 percent. Using the World 
Bank's figure of per capita annual income growth 
during this same period, 8.4 percent, we find that 
the demographic dividend accounted for 15 per- 
cent of China’s economic growth. Today, the net 
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gain due to favorable demographic conditions has 
been reduced to only one-fifth of the average level 
maintained from 1982 to 2000. 

By 2013 China’s demographic dividend growth 
rate will turn negative: That is, the growth rate 
of net consumers will exceed the growth rate of 
net producers. Starting in 2013, such a negative 
growth rate will reduce the country’s economic 


` growth rate by at-least half a percentage point per 


year. Between 2013 and 2050, China will not fare 
demographically much. better than Japan or Tai- 
wan, and will fare much worse than the United 
States and France. 

As a result of China's very low fertility over the 
past two decades, the abundance of young, inex- 
pensive labor is soon to be history. The number of 
workers aged 20 to 29 will stay about the same for 
the next few years, but a precipitous drop will begin 
in the middle of the coming decade. Over a 10-year 
period, between 2016 and 2026, the size of the pop- 
ulation in this age range will be reduced by about 
one-quarter, to 150 million from 200 million. For 


Chinese aged 20 to 24, that decline will come soon- 


er and will be more drastic: Over the next decade, 
their number will be reduced by nearly 50 percent, 


` to 68 million from 125 million. 
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coming. But, hints that the world’s larg: 


age ‘of 20—appeared as early: as 1970, -when 


` Zedong for Life magazine. :¥ 
` The Chinese leader had: been toying with 
_ the idea of population control: “A severe grain 


earlier position that China's ‘strength lay in 


‘numbers, and he had already ‘tweaked Marxist 
doctrine accordingly: Reproduction, Mao now 


‘targets and plans.” he 
' Pundits at the time were predicting an Aan 


tion of trouble.. The problem, Snow reported 


z there would be nine ‘of them.” ° 
. Sa me DRAE BE 


of a forthcoming book on the gender imbalance in Asid,- 
Unnatural’ Selection es aa ee 


Such a. drastic decline in the young labor force ’ 
will usher i in;:for the first time in recent Chinese his- 
' . tory, s successive: shrinking cohorts of labor force en- 
trants. It will also have profound consequences for 
‘labor productivity, since the youtigest workers:are., . 
the most Tecenny, educated and the most innovative. 





nh retrospect’ it can seem: “as ay l 

no one saw Chinas sex-ratio imbalance `' 
‘est gender gap would develop i in the People’s’ 
Republic—the - country today has 32 mil- 
lion; more males: than females under the: 


‘the journalist Edgar’ Snow interviewed Mag, 
shortage had prompted him“to reverse his’ 


maintained, was simply another form. of pro- - 
duction. It would be ‘another. decade beforè `` 
` Deng Xiaoping unveiled Chinas one- child: 
' per-couple policy,’ but- Mao laid: the ground": 
` work for it by Í proposing that births, like agris | 
` culture and industry, could be: Controlled with: 


: population explosion, and many Americans, a 
feared such a development. Snow thus flattered: É 
the leader on China's progress toward ‘embrac-: 
ing birth control.’ But then came Mao’s intima- | 


Mao as saying, was that “in the countryside, å 
‘woman still wanted to have boy, children. If thé: ~ 
first and second were girls, she would, maké.. 
-another. try. If the third one ‘came and -was still; 
a girl, the mother would try again. Pretty soon i 


MARA HVISTENDAHL, a Pma journalist, is ie author 


“Why China's Cidi Gap Persists 


4 : É MARA HIvIsTENDAKL 


af ‘China were ‘to > reduce its Birthrate, ‘some: 
hiss would have to give.: Mao told Snow. it 
would be sexist. thinking. that would change.’ 
But - instead, sex-determination: technology `- 
arrived. This yielded one of the nastiest side” 
“effects of China’s great population experiment::, 
rampant -sex-selective. abortion, which ‘in 2009" 
_ resulted-in 119 male births for every 100 female? - 
` births: In seeking to remedy one population. 
po the cqunny created another.: 


Boy CRAZY 


Sex selection ` is hardly uniqué: to China. It: 


. occurs ih most places where 4 rapid drop in. 


‘fertility. clashes with an entrenched: no 
for- sons—and where, ultrasound-and abortion... 
are widely available, ‘(Female infanticide has 
“also played a role, but a much greater propor- “ 
tion of:Asia’s missing girls-is due.to, abortion. yey 
. Significantly more boys than girls , are now: 
born in India, Vietnam, Azerbaijan, Armeñia, ; 
Georgia,’ Montenegró, Taiwan; ‘and Albania.’ 
“South Korea throughout the 1980s, and 1990s :, 
had’ a, skewed sex ratio at’birth.: “But the Sever- : 2 d 
ity . of China’s ‘one-child policy ‘makes the © 
country the world leader in gender imbalance. ` 

- As the one-child policy turns 30 this month’: 
China is dealing with. the effects ‘of a younger: 


' generation that is disproportionately male; The’ 


- effects iticlude an increase‘ in sex ‘wafficking, © 
the buying of brides from’ western China and” 
Southeast Asia, and a forecasted. rise in ‘social. 
and possibly’ political instability. , Other. poten- « 
tial effects are less obvious, and scholars—some -` 


sa _ of themi backed by the Chinese į government—" J ' 


are hard’ at work studying these. Will the inci- `>, 
- dence of depression rise as more’ men -remain ` 7 l 
single? will male’ homosexuality b become more.’ 





As the young populasi dedine, i de- 


. mand for consumption ‘may weaken as well, since 


young people’are also the most active consumers 
of everything from wedding banquets, to new cars 
and housing units. And because China is ama- 
jor. player in the global economy, the impact of the 


accepted? And ifn mòre men -h frequkát Jrosfitutes 


for sex, will we sëe a spike in HIV, cases? Some... 
efforts, are: -being:made to mitigaté the problem.” a 
For instance, the state- funded ‘Care for Girls" > 


program awards cash grants and choice plots í of, ` 


D. 


© But in the rush to address the: Kered. sex: 
ratio,: ‘relatively. little attention has been’ paid. 


` toits origins. At the: time of Mao’s remarks. to,’ 


Snow, sex-determination technology . was still.” 
in development. ‘Thé Ghinése leader could not? 
foresee the precise procedure that would allow: 
his’ imagined. village mother. to: avoid’ haying’ A 
“nine: daughters. in: her. quest. for a son. But 
‘soon, in 1975, Chinese scientists would: com. 


`. plete'a study on’sex-det rmination: This littlez: 


_ known‘ research; published iùn thé Chinese. 
- Medical Journal by. a group of, doctors from , 
Px Lidoning’ ‘provincé; ‘detailed experiments with? 
,. chorionic villus : ‘sampling. This early sex- `- 
determination. technique involved biopsying :. 
the thin ‘membrane that separates a fetus: from `- 
its mother in the womb. The’ doctors ‘tested; 
dozens of pregnant woinen-to:determine the” 
sex of the fetuses they carried, then furnished 
.. thë- women with the results. ‘Thirty, women. 
` aborted: ‘Tri 29° cases, the fetusés were female.*” 
: China’ was an ‘early adopter of ee N l 


i eatniolouy as: well. The country built its“, 


~ first B-mode ultrasound scanner in 1960: In’ 
1982, when a later version of that machine.. ` 
' was’ * just! ‘becoming a widespread tool for’. 
l prenatal diagnosis in the West, China began ' 
. mass- producing; “it. . Five years: later China. 
` had 13,000-scaniners, or 6 units per county. ` 
Provinces ‘spent. millions of yuan outfitting ~ 
birth: planning. stations with the-machines—=“ 
so many’ that:a 1994. guide for American’ 
- businesses’ looking to break into the Chinese: - 
. market: listed “altrasound machines as a” i 
“HOT item.” The machines were ostensibly. 
i inténded , to promote , maternal‘ health. They: : 
E were iristéad used: to screen for T gendet. 


~ uw? 


‘country’s demographic changes yl not be limited 
by its borders. ' 


FRAGILE FAMILIES, FRAGILE SOCIETY 
‘So far, observers of China’s demographic chang- 
es have focused most of their attention on conse- 


' THE “TWO ILLEGALTIES” 
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res 


“Not that the central government plotted to 
skew China's séx: ratio. After receiving early 1 
reports of ‘infanticide and sex-selective abor- | 


z tion, the :gòvernment in 1984 amended the pe 


tp 


. larid to pårents of hewborn girls., i EERE 


one-child policy so ‘that rural couples could ` 
try again for a son if the. first child was a. girl. 


But local;-officials,~ pressured :to” meet birth. 
` targets, often looked the other way when it: ` 


came to: ‘women intent On having sons, not ~ 


, inquiring into the reasons for their terminated ;*.“ 


pregnancies. It.did not help, meatiwhile, that ~ 
government-affiliated demographers initially. 


"blamed: the sex-ratio imbalance’ on parents’: 


underreporting female’ births, only openly 
acknowledging the cause of the: problem. inf, 
the late 1990s. And so even: after, the excep- .- 


. tion—sometimes called “the 1.5- child poli- } 


cy”——was introduced, Chinas séx imbalance “* 
at birth continued to worsen. ` 

7 Today,. village walls aré covered with ‘char: * 
acters’ warning against “the two ‘illegalities”: 
sex.identification during ‘ultrasound and. sex-.*’ 
selective'abortion. At one county birth planning 
office I visited in, Anhui province, employees | 
. double-lock the ultrasound examination room... -.” 
But law 'and cominon practice often diverge in — 
China, arid so in pockets'of the. -country, Sex. 
selection, remains rampant. Parents in Jiangsu ` 


„province told me that the going bribe toa hos- 
' pital technician is;1;000 yuan. “#5. 


‘Backin 1970, Mao'told Snow that the sexism ` ` 
underlying. families’ preference for. boys could... 


be conquered. “The attitude must be changed,” 


he Said. Forty years: later, that attitude remains _ . 
intransigent—and.. yet. programs“ to convince : 
couples to’ have daughters tend’ to focus on 
changing traditional thinking. Ending China's ` 
one-child policy, combined with: an emphasis: 
on increasing educational and work opportuni- 
ties for women, is more likely to reduce China's: - 
gender- imbalance ‘over time. + ae | 





quences at the aggregate or societal level: the size 
of the labor force, of the elderly population; and of 
the number of men who will not be able to marry. 
Worries at this level of analysis generally relate to 
the country’s future economic’ growth and social 
stability. But the challenges that China will.face as a 
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result of its changing demographics go far beyond 
economic growth and other aggregate concerns. 

China’s unprecedented population control pol- 
icy,- the one-child policy, turned 30 this year. It 
has forcefully altered the family and kin structure 
of hundreds of millions of Chinese families. And 
families, in addition to. their other functions, are 
first and foremost the primary source of support 
for dependents, the young and the elderly. 

Because the population control policy has been 
- in place for so long, many Chinese couples, espe- 
cially in the more affluent urban areas, have had 
only one child. Current government policy still re- 
quires nearly two-thirds of all families to have no 
more than one child per couple. Although policy 
implementation has varied over time and across 
different regions, almost all urban Chinese couples 
have observed the one-child rule for the past three 
decades. With the current birth control policy in 
place amid continued low levels of fertility, by 
the middle of the current century, half of Chinese 
women aged 60 are projected to have had only 
one child. This'is a development unprecedented in 
both China’s and the world’s history. 

Although the full extent of the one-child poli- 
cy’s societal consequences will not be known until 


later, it is safe to predict that the social costs that 
China will need to pay, especially in terms of fam- 
ily support for aging parents, will be exceedingly 
high. In no small part due to implementation of 
the one-child policy, China by 2005 had accumu- 
lated nearly 160 million only children aged 0 to 
30. That number has further grown in the past five 
years. These figures imply that over 40 percent of 
Chinese households have only one child. 

That such a huge share of Chinese families have 
only one child, despite the fact that many parents 
would have liked to have more, presents serious 
economic and social risks for individuals, and for 
the whole society. Fragile families mean a fragile 
society. The tragic deaths of thousands of only 
children in the earthquake of May 2008 in Sich- 
uan province highlighted the potential for extreme 
misfortune. 

More generally, ever more Chinese parents in 
the future will not be able to count on their chil- 
dren in their old age. And many parents will face 
a most unfortunate reality: outliving their children 
and therefore dying alone. Given the current mor- 
tality schedule, the likelihood that an 80-year-old 
Chinese man will see his 55-year-old son die be- 
fore he does is 6 percent. Because women live lon- 
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ger, the likelihood that an 80-year-old woman will 


outlive her 55-year-old son is 17 percent. 

Due to these odds, and the large numbers of 
_ Chinese parents who have only one child, the 
sheer number of elderly people living without any 
children is significant and growing. This creates 
grim prospects for many Chinese who hope in 
old age to rely on their children for emotional and 
physical if not financial support. 


PROSPECTS AND POLICY OPTIONS 

Because of China’s continued mortality decline, 
and especially its sustained fertility decline to be- 
low replacement levels, the country has effectively 
entered an era of population decline. China’s cur- 
rent TFR of 1.5 implies that, in the long run, each 
future generation will be 25 percent smaller than 
the one preceding it. China’s population is still 
growing, albeit very slowly, because the country 
still has a relatively young age structure, which 
produces more births than deaths, even though 
on average each couple has fewer than two chil- 
dren. Had it not been for China’s relatively young 
age structure, the population 
would - have begun . declin- 
ing in the early 1990s, almost 
two decades ago. The current 
growth, in other words, is a 
result of population momen- 
tum. 





The era of uninterrupted 
supplies of young, cheap 
Chinese labor is over. 
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‘challenges to women and children’s health, for 


more than half of the world’s population, below- 
replacement fertility is now the norm. 

- In Europe, North America, and East Asia, pro- 
longed bélow-replacement fertility has already set 
in motion a negative population growth momen- 
tum. In the most extreme cases, such as Italy and 
Japan, population could be reduced by half in as 
few as 40 years or so if current rates of reproduc- 
tion persist. A gradual but substantial reduction in 
population, especially with a concomitant aging of 
populations in the world’s richest countries, con- 
stitutes an unprecedented shift that is redefining 
the global demographic, economic, and pounce! 
landscape. 

What makes China unique, however, is that it 
still has a-state policy, unique in human history, 
that restricts the majority of Chinese families to 
one child per couple. At the time the policy.was 
announced 30 years ago, it provoked great con- 
troversy both within and outside China; over the 
years it has extracted great«sacrifices from Chi- 
nese families and individuals, especially from 
- women. And although the 

policy was designed as an 
emergency measure to slow 
down China's . population 
growth, and was intended to 
last for only one generation, 





The same force of momen- 
tum will. work in the opposite direction soon. 
Given current mortality and fertility rates, and 
with a population age structure that is growing 
increasingly older,. the number of deaths will 
soon exceed the number of births. China’s popu- 
lation is likely to peak less than 15. years from 
now, below a maximum of 1.4 billion. After that 
will come a prolonged, even indefinite, popula- 
tion decline and a period of accelerated aging. 

Even if China can restore fertility to -replace- 
ment level within 10 years after the country reach- 
es its population peak, population will still exhibit 
a decline nearly half a century long, with a net 
population loss of over 200 million, if-not more. 
The: median age of the Chinese population, at its 
peak, could be as high as 50 years. 

China is by no means unique in experienc- 
‘ing below-replacement fertility. In the past de- 
‚cade, below-replacement fertility has become a 
new global reality. Whereas in some parts of the 
world high fertility rates continue to pose severe 


the government has ‘not yet 
‘shown. the willingness, or 
courage, to phase it out. 

China’s slow recognition and inaction in ‘the 
face of its impending demographic crisis—inac- 
tion that persists despite appeals by almost all the 
country’s population experts to phase out the one- 
child policy quickly—reflect policy makers’ lack 
of understanding of the changing demographic 
reality. Inertia also. results from the resistance of 
the country’s birth-control bureaucracy, which for- 
mally employs half a million people. 

This exemplifies a-characteristic feature of Chi- ' 
na’s.regime—telegating difficult, long-term, struc- 
tural challenges to the back burner, while giving 
priority to short-term crisis management and con- 
cerns about stability. The. looming demographic 
crisis will largely define China in the twenty-first 
century. Given that demographic changes take 
time to-develop, and that their ramifications are 
not only massive but also long-lasting, China's in- 
action has already proved costly—and will only 
grow more so the; longer it persists. a 
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l “Although Sino-Indian naon have esas epee over the past decade, . 
' [ulnresolved territorial disputes, China’s unconditional support of Pakistan, and 


__ growing competition for “energy resources, and „regional influence could quickly, 
` derail hard-won gains.” l 
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The Uncertain Fate of “Chindia” 


SHALENDRA D. SHARMA 


he term “Chindia” was coined.in 2005 by 

l the Indian politician and former journalist 

Jairam Ramesh.to refer to China and India’s 

growing diplomatic and economic convergence. 

Relations between the two Asian neighbors, for 

decades after a 1962 war, had been estranged and 
discordant. i 

In December 1988, however, Indian Prime 

Minister Rajiv Gandhis historic visit to Beijing 
(the -first such trip by an Indian leader since 
Jawaharlal Nehru’s in 1954)—followed by more 
high-level meetings over the next several years— 
set in motion a rapprochement between the two 
countries that saw both a de-escalation of tensions 
and a growth in economic interactions. 
_ For Ramesh, the 2005. signing of the landmark 
“Strategic and Cooperative Partnership for Peace 
and Prosperity” marked a qualitative transforma- 
tion in Sino-Indian relations—a process so endur- 
ing and irreversible that it signaled the arrival of 
“Chindia” on the global scene. 

The claim advanced by some that the expo- 
nential pace of China and India’s economic inte- 
gration—integration underpinned by expanding 
networks of investment, production, commerce, 
and trade—is assured; and that this integration 
bodes well for the future of Sino-Indian relations, 
is quite compelling. According to this theory, part- 
nership between the two countries is inevitable, 
and not because of the whims and predilections 
of political elites, but because of mutual economic 
interests supported by market forces. 

Growing economic interactions and the result- 
ing mutual benefits doubtless provide to both 
sides a powerful incentive to set aside political 
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differences and focus on the strengthening of 
economic ties. 

Even so, this argument, while intuitively 
appealing, is-overly optimistic.. Despite continu- 
ing economic integration and improved bilateral 
relations, Sino-Indian entente remains fragile, and 
could deteriorate quickly at any time. This is 
because economic interdependence does not only 
generate cooperation. It also can lead.to competi- 
tion, and potentially to disruptive trade disputes. 

China, after all, enjoys robust and growing eco- 
nomic ties with Japan and Taiwan, yet its relations 
with those two countries are the most unstable 
and antagonistic of all Beijings relationships. In 
both cases, nationalistic and political calculations 
seem to trump economic interdependence. 

Even as China and India try to avoid mutual 
recriminations about the past, their long history 
of bitter rivalry and the persistence of a number of 
contentious issues will act as a barrier to genuine 
reconciliation and the emergence of “Chindia.” 
For the foreseeable future, pragmatic coopera- 
tion—but not necessarily movement toward broad 
alignment and integration—will most likely char- 
acterize Sino-Indian relations. 

Indeed, as strategic competitors, China and 
India-almost certainly will continue to engage in 
“soft” balancing. Each, that is, will try to protect 
and advance its own interests by aligning with the 


‘other on an issue-by-issue basis, while also main- 


taining implicit strategic alliances against each 
other. It is noteworthy that, in spite of unprec- 
edented high-level interaction between Beijing 
and New Delhi in recent years, bilateral relations 
in many areas have remained acrimonious. 


HARDWARE AND SOFTWARE: 
China and India’s bilateral economic ties have 
expanded rapidly in recent years. Two-way trade 


volume skyrocketed to $39 billion by the end of 


2007 from a modest $332 million in 1992, and is 
projected to surpass’ $60 billion in 2010. China 
has become India’s second-largest trade partner, 
and India is China’s tenth-largest trade partner. In 
fact, China is poised to replace the United States 
as India’s top trading partner if the slowdown in 
the US economy continues. 

. Similarly, the' volume of investment between 
the two countries has risen. sharply. Since 2005, 
trade -in services—particularly in construction, 
engineering, education, entertainment, financial 
services, information technology (IT) services, 
transport, tourism, anid health—have seen robust 
growth. Chinese and Indian companies, includ- 
ing ‘major players such as Huawei and Infosys, 
have made significant cross-border investments. 
And both governments have pledged to remove 

‘remaining administrative barriers and simplify 
_ regulatory. regimes to further boost trade and 
investment. - 

This expanding linkage in commerce is largely 
a result of the two coun- . 
tries’ economic conver- 
gence. That is, China’s large 
-and diverse manufacturing 
base and India’s advanced IT 
industry—what the former 
Chinese prime minister’ Zhu 
Rongji. famously called the 





In their quest for energy security, 
China.and India‘are engaged in. 
a fierce competition with 

_geostrategic implications. 





“hardware and software”— 
nicely complement each other. However, this eco- 
nomic complementarity may not last very long. 

` Already, wage rates in many of China’s export- 
oriented labor-intensive industries are well above 
Indian wage rates. This is causing some out- 
sourced manufacturing to be diverted from East 
Asia to India. Similarly, China, which has long 
enjoyed a huge advantage in computer hardware 
manufacturing, is losing its edge. India not only 
has caught up, but is now a true competitor. 

In the World Trade -Organization (WTO), 
although India and China have often made com- 
mon cause, they also have real differences. India 
has filed a number of antidumping cases against 
China, in addition to banning imports of Chinese 
toys and food products on safety grounds. China’s 
` entry into the WTO required Beijing to reduce tariffs 
substantially on agricultural and industrial goods 
in return for permanent. most-favored-nation trade 
status with the United States; as a result, India is 
likely also to make gains in its trade flows with 
China in food grains and light manufacturing. 
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India, however, because of its suboptimal scales 
of production and labor market rigidities, is los- 
ing export share to China in textiles and apparel. 
Since the January 2005 expiration of the 30-year- 
old Multifiber Arrangement (which set export 
quotas for textile-producing countries), China, 
already the world’s biggest exporter of textiles, 
has further enlarged its market share. This trend 
is potentially devastating for India, where textiles 
and clothing have long been important exports. 
(In 2003, the sector-accounted for 4 percent of 
India’s GDP and 14 percent of value-added manu- 
facturing; it employed 35 million people, or about 
10 percent of the workforce; and it accounted for 
$13 billion in exports, or 23 percent of the total.) 

And the same issue that bedevils US-China rela- 
tions—China’s currency misalignment—is also 
becoming a source of contention in India. Both | 
business and government in India have blamed 
China's fixed exchange rate. for allowing the rupee 
to. gain excessive value against the yuan, thereby 
granting Chinese exports an unfair competitive 

edge. According to India’s 
trade ministry, this currency. 
manipulation helped widen 
India’s trade, deficit with 
China to $16 billion in 2009 
from $4 billion in 2005. 

While Indian Prime 
Minister Manmohan Singh 
often repeats the mantra that 
China needs: to create a level playing field. by 
addressing such issues as non-tariff barriers and 
currency exchange rates, Indian manufacturers 


` are not so diplomatic, with some demanding that 


the government impose antidumping duties on 
Chinese imports of as high as 35 percent. 


THE ENERGY RACE 

Meanwhile, India and China are the world’s 
fastest-growing energy consumers, a situation 
almost certain to provoke increasing competition 
for resources. India imports some. 75 percent of 
its energy needs; China imports about 40 per- 
cent. The two countries’ huge and seemingly 
unquenchable thirst for’ fossil fuels has helped 
drive up petroleum prices. It has also forced both 
nations to seek and lock down sources of energy 
around the world. 

Over the past decade public-sector and pri- 
vate oil companies from the two countries have 
been making large investments in oil and- gas 
platforms in nations holding significant hydrocar- 
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bon reserves. China has already concluded long- 
term energy deals with Sudan, Nigeria, Angola; 
Myanmar, and Russia, among others. 

India, while a bit of a latecomer to this race; 
has embarked on a similarly ambitious quest. 
It has already signed agreements with Russia, 
Kazakhstan, Iran, Sudan, and Libya, among oth- 
ers, including a $7 billon Iran-Pakistan-India 
pipeline project envisaged to carry natural gas 
from Iran’s South Pars gas field to: western'India. 
India’s state-run oil companies have been emu- 
lating their Chinese counterparts by acquiring 
upstream assets in order to guarantee energy-sup- 
plies to domestic markets. 

In their quest for energy security, China and 
India are engaged in a-fierce competition with 
geostrategic implications.. India has long been 
_ concerned,‘ for example, about Chinese assistance 
in the construction of the massive Gwadar port 
in southern Pakistan and ports and pipelines in 
Myanmar—which New Delhi perceives.as an 
attempt by China to gain permanent access to 
the Indian Ocean and to “encircle” India strategi- 
cally. China, for its part, views 
the activities of the so-called 
“quadrilateral group” of dem- 
ocratic states—the United 
States, Japan, Australia, and 
India—as designed to con- 
tain its influence in the vital 
Indian Ocean. 

In January 2006, China and India signed a land: 
mark energy cooperation deal ostensibly aimed at 
preventing the two nations from bidding against 
each other for energy resources, thereby driving 


up prices for both. But both countries .remain 


highly competitive in bidding for larger assets, 
and it remains to be seen how long their coopera- 
tion will last. © . 


BOUNDARY ISSUES | 

China and India share a 2,500-mile-boundary— 
one of the longest interstate borders in the world. 
Covering some of the globe’s most difficult ter- 
` rain, the border in some sections is still undefined 
and un-demarcated, either on maps or on the 


ground. This has inevitably meant long-standing . 


disputes regarding the precise territorial division: 
The boundary issue took center. stage following 
China's annexation of Tibet in 1950. India’s role 
in providing sanctuary to the Tibetan leader, the 
Dalai Lama, and his government-in-exile only 
added to the mistrust between the two nations. 


. Beijing is working hard to 
preempt the development of an 
anti-China coalition in Asia. 


In a 1962 war triggered by a border dispute, 
poorly trained and equipped Indian forces suf- 
fered a humiliating defeat. The Indian army was 
pushed back to within 48 kilometers of the Assam 
plains in India’s east, while ‘Chinese forces occu- 
pied strategic areas in Ladakh (in Kashmir). The 
conflict ended when China declared a unilateral 
cease-fire and withdrew 20 kilometers behind its 
new line of control. But China and India did not 
sign a formal peace agreement, and the location of 
the “Line of Actual Control” remains in dispute. 

Not surprisingly, incidents involving the border 
continue to occur. For example, in May 2007, 
a provincial official from the state of Arunachal 
Pradesh was seeking a Chinese visa in order to 
attend a training program in Beijing. His applica- 
tion was denied on the grounds that he resided in 
Chinese territory and-did not require a visa. 

In the tit-for-tat that followed, the Indian 
government prevented a 107-person delegation 
from traveling to China for the program, and 
extended to Ma Ying-jeou, then a presidential 


candidate in Taiwan, an invitation to visit the 


country. Predictably, China 
voiced its opposition to Ma’s 
visit and called on India to 
abide by the “one China 
policy.” To further show its 
displeasure, in August 2007, 
Beijing demanded that the 
Indian government remove. 
military bunkers in Sikkim, adjoining Bhutan and 
Tibet, claiming that the bunkers were located on 
Chinese territory—thereby implicitly retracting 
its earlier declared policy of treating Pikkin as 
part of India. 

Eventually, in January 2008, during a visit to 
China by Prime Minister Singh, Beijing recog- 
nized Sikkim as part of the Republic of India. The 
two countries also agreed to implement a series 
of confidence-building measures along the Line 
of Actual Control—including enhanced contacts 
between the two militaries, additional border 
meeting points, and advance notice of planned 
exercises. They also eschewed the use of force in 
any face-to-face encounters. 

Yet this has not entirely stopped border flare- 
ups. In 2009, Beijing treated as a deliberate provo- 
cation the announcement of a planned visit by the 
exiled Dalai Lama to Arunachal Pradesh in India’s 
far northeast—and in particular to Tawang (birth- 
place of the revered Sixth Dalai Lama), which lies 
within a border area claimed by both India and 


China. Incursions by Chinese troops into Indian- 
controlled territory increased. 

In. October 2009, Beijing even. objected to 
a visit by Prime Minister’ Singh to Arunachal 
Pradesh for campaigning ahead of local elections, 
saying “we request India to pay great attention to 
China’s solemn concerns, and not stir up incidents 
in the areas of dispute.” In addition, the Chinese 
embassy resumed its earlier practice of issu- 
ing visas to residents of Arunachal Pradesh and 
Jammu and Kashmir not on their Indian passports 
but on separate pieces of paper, thus suggesting 
that these states: were not part of India. 

New Delhi sternly countered, asserting that 
Arunachal Pradesh is an integral -part of India, 
and demanded that China stop meddling in India’s 
domestic affairs. At a summit of Asian leaders in 
Thailand, in late October 2009, Chinese Prime 
Minister Wen Jiabao and Singh agreed to resolve 


their differences with “understanding and trust.” 


Yet border incidents, especially Chinese cross- 
border incursions, have continued. 

The reality on the ground is that, in spite of 
some four decades of continuous negotiations, 
only modest progress has been made on the bor- 
der disputes. India and China remain as divided 
as ever on core territorial issues. Clearly, this issue 
will remain a sticking point in Sino-Indian rela- 
tions despite the countries’ growing economic ties. 


WHERE'S THE TRUST? 

For two emerging powers like China and India, 
with growing and competing ambitions, a dispute 
over borders is about more than just land. ‘It is 
also about power, prestige, and national honor. 
Compounding this reality is the ‘fact that both 
nations still harbor deep suspicions regarding 
each other’s strategic intentions. This is what 
led to the 1962 war over an uninhabitable piece 
of ground covered in permafrost. Indeed, if that 
war holds any lesson, itis that a minor boundary 
dispute has the potential to trigger unexpected 
outcomes. Therefore, the possibility of armed 
confrontation over borders and territory cannot 
be ruled out. 

The strategic mistrust on both sides is deep. 
China has been able to improve its relations 
with India without compromising its ties to 
India’s neighbor and archrival, Pakistan, with 
which India has fought four wars. India sees 
China’s unconditional support of Pakistan— 
and in particular, Beijing’s assistance in helping 
Pakistan acquire sophisticated nuclear. military 
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capabilities—as the key factor behind Pakistan's 
intransigence. and adventurism, as reflected in its 
cross-border infiltrations in Kashmir and else- 
where in the region. From New Delhi’s perspec- 
tive, China, by deliberately altering the balance 
of power on the subcontinent, is attempting a de 
facto “encirclement”: of India. 

China, for its part, recognizes India’s domi- 
nant role in South Asia and shares Pakistan's 


apprehensions regarding India’s strategic ambi- . 


tions. Therefore, Beijing wants to ensure that 
Pakistan remains a strong military counterweight 
to India—a classic balance-of-power strategy. 


RIVALS IN MYANMAR l ; ' 

China's so-called “string of pearls” strategy to 
establish naval bases stretching from Southeast 
Asia to Somalia—including in strategic loca- 
tions in Myanmar, Bangladesh, the Maldives, and 
Pakistan—has generated considerable anxiety in 
India. Beijing’s growing links with Myanmar (for- 
merly Burma) are particularly galling to India, and 
managing China-India competition in Myanmar 
will become a bigger challenge in the coming 
years. 

- Both China and India have ee rooted his- 
torical, political, and economic ties to Myanmar. 
However, in recent years China has forged far 
better relations with Myanmar’s ruling junta. 
Myanmar was the first noncommunist coun- 
try to recognize the People’s Republic in 1949, 
and China has been a staunch supporter of the 
junta—providing it with much-needed military 
hardware and diplomatic support:in international 
forums, as well as financing infrastructure links to 
facilitate cross-border trade and commerce (both 
legitimate and illicit). It is no exaggeration, then, 
to suggest that China considers Myanmar to be 
securely within its sphere of influence and sees 
India’s effort to increase its presence there as a 
direct challenge. 

Meanwhile, China’s strong and expanding pres- 
ence in Myanmar is a major geostrategic headache 
for India. The construction of massive Chinese- 
funded ports and bases around Myanmar only 
increases New Delhi’s concerns that China might 
someday challenge India in the Indian Ocean, a 
body of water encompassing the sea lanes linking 
the Persian Guif to Asia. Beyond these geostra- 
tegic imperatives, Myanmar also offers MMGanve 
commercial opportunities. 

But, more than anything else, both China and 
India are pushing hard to strengthen their pres- 


£ 
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ence in Myanmar because of its valuable natu- 
ral resources. With proven natural gas reserves 
of about 2.5 trillion cubic meters, Myanmar is 
increasingly at the center of a growing competi- 
tion over energy resources to fuel the Asian giants’ 
booming economies. As India and China seek 
preferential access to precious energy to the exclu- 
sion of the other—not only in Myanmar, but in Iran 
and elsewhere—the potential for conflict is real. 


REGIONAL COMPETITION 

Predictably, both countries have intensified 
their efforts to engage, via diplomacy and trade; 
with countries both within and beyond their 
traditional strategic domains. India, focused now 
on economic development, has not only sought 
political reconciliation with Pakistan, but has 
also improved relations with smaller neighbors. 
In doing so, India has tempered its usual habit 
of unilateralism, and is dealing with smaller 
states with a more conciliatory and multilateral 
approach. New Delhi recognizes that this is essen- 
tial to achieving its stated goal of promoting eco- 
nomic integration on the subcontinent. 

Moreover, India has been aggressively expand- 
ing links with countries beyond its traditional 
sphere of influence,'such as Japan, South Korea, 
Australia, and states in Southeast Asia—raising 
eyebrows in Beijing. High-level visits and growing 
economic and defense ties—such as the “Japan- 
India Strategic and Global Partnership,” and rap- 
idly expanding security ties with Southeast Asian 
countries, especially with Vietnam—are viewed 
as potentially impinging on China's territorial 
interests (China has an unresolved border dispute 
with Vietnam). This has made a final resolution 
of territorial disputes in the South China Sea even 
more difficult. | 

India, home Ito nearly 150 million Muslims, 
has also sought new ways to improve its relations 
with the Islamic world beyond Pakistan (even as 
it renews its engagement with the once-scorned 
Israel). And, like China, India is making’a deter- 
mined effort to reconnect with the erstwhile Third 
World—but within a framework that emphasizes 
economic relations and energy diplomacy rather 
than the traditional notion of Third World solidar- 
ity through the nonaligned movement. 

Not to be outdone, and partly to limit Indian 
influence, Beijing has adopted a more collegial 
and proactive posture in Asia. It is a posture 
designed to change perceptions of .China’s power 
from “revisionist” to “status quo.” Fully aware of 


the anxiety provoked by the pace and scope of 
its military modernization, Beijing has become 
much more sensitive to regional concerns and has 
worked hard to assuage them by embarking on a 
series of confidence-building measures. 

Politically, China has attempted to improve 
bilateral relations with its neighbors. Today many 
formerly antagonistic relationships (with Russia, 
India, Vietnam, South Korea, and Indonesia) have 
greatly improved. During the 1990s, for example, 
China largely resolved its boundary disputes with 
Russia and demilitarized the 2,640-mile border 
between the two countries. Following the sign- 
ing of the 2001 “Treaty of Good Neighborly and 
Friendly Cooperation,” trade between China and 
Russia has flourished} and the Chinese have pur- 
chased billions of dollars worth of sophisticated 
Russian weapons systems. - 

In the multilateral sphere, China’s diplo- 
macy with the Association of Southeast Asian 
Nations (ASEAN) and the Shanghai Cooperation 
Organization has also paid dividends—for exam- 
ple, in easing territorial contention. In the mid- 
1990s, disputes over islands in the South China Sea 
intensified when China built structures on Mischief 
Reef—an islet claimed by the Philippines. ASEAN 
ministers responded angrily. And Beijing, realizing 
the potential dangers of unilateralism, made a com- 
plete about-face in the late 1990s, renouncing force 
and working with ASEAN to establish a universally 
accepted code of conduct for the region. 

China's growing engagement throughout Asia is 
most evident in expanding economic ties. Beijing 
has repeatedly assured ASEAN that it is committed 
to promoting economic prosperity in the region 
and, along with Japan and South Korea, has been 
working toward this jend with ASEAN in the so- 
called ASEAN+3 process. 

In March 2010, ASEAN+3 finance ministers 





- launched the Chiang |Mai Initiative—a system of 


bilateral and multilateral currency swap arrange- 
ments that is designed to provide liquidity in the 
event of a short-term financial crisis. China has 
also promoted the Asian Bond: Market Initiative, 
aimed at linking the region’s economies through 
the.creation of a pan-Asian bond market. And 
as parties to the 2002 Framework Agreement on 
Comprehensive Economic Cooperation, China 
and ASEAN states have pledged to work toward 
the establishment within 10 years of a free 
trade area encompassing their combined region. 
Today, nearly half of China’s trade volume is 
intra-regional, and unlike China’s trade with the 





-United States and ‘Europe, it is relatively bal- 
anced. 

The Chinese have proved shrewd at convert- 
ing business investments’ into opportunities to 
forge new alliances and build political and eco- 
- nomic influence. Developing nations eager. to 
trade their natural resources (minerals, food, and 
raw materials) for inexpensive Chinese consum- 
er goods welcome Chinese investment in their 


industries and infrastructure. They ‘also appreci- ' 


ate official aid from the People’s Republic that 
_ comes irresistibly with no “good-governance” 
strings attached. 
, While .India—with its Gandhian tradition and 
` exemplary role as the world’s-largest democracy— 
enjoys considerable “soft power,” China also has 
been successfully enhancing its attractiveness and 
expanding its influence across Asia via diplomacy, 
financial assistance, trade linkages, and cultural, 
educational, and sports exchanges. China has 
promoted the study of its language and culture by 
setting up numerous “Confucius Institutes.” It has 
opened its own universities to foreign students, 
and cultivated better 
relations with the large 
ethnic Chinese dias- 
pora, especially among 
business elites across 
Southeast Asia. 

On top of this, Beijing 


For two emerging powers like China and 
India, a dispute over borders is also about 
power, prestige, and national honor. 
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(as well as those of their neighbors), nervousness 
about each others long-term ambitions remains. 
Growing Sino-Indian economic ties and diplomat- 


` ic engagement have induced Indian policy makers 


to talk less about the potential “China threat.” The 
Indian government clearly is accommodating itself 
to China’s rise. But rising ambitions on both sides, 
competing interests, and a long history of distrust 
are not easily overcome, For the foreseeable future, 
India will retain its essentially pragmatic strategic 
approach toward China. This means practical 
engagement, including deepening trade relations, 
government-to-government contacts, confidence- 
building measures, and even joint. military exer- 
cises. But it also means augmenting. India’s military 
capabilities to defend ig against-the world’s 
largest army. : 
China, which could once » afford to dismiss India 
as a “third-rate power,” cannot beso complacent 
anymore. Since the late 1990s, China has become 
deeply concerned by the rise of India and the deci- 
sive shift in. India’s favor in the balance of power 
in South Asia. While Chinas all-weather friend 
Pakistan has increasing- 
= ly become a failed state 
and |a hotbed of Islamic 
extremism and terror- 
ism,'India’s dramatic rise, 
not to mention its active 
courting by other major 








has deployed a new gen- 
eration of sophisticated and well-trained diplo- 
mats who have helped project a benign national 
and international image while conscientiously 
promoting China’s interests abroad. New Delhi 
today is well aware that Beijing has become a, för- 
midable competitor for regional influence: 
i 
OBSTACLES AHEAD 
Although Sino-Indian .relations have greatly 
improved over the past decade, obstacles remain. 
Unresolved territorial disputes, China’s uncondi- 
tional support of Pakistan, and growing competi- 
tion for energy resources and regional influence 
could quickly derail hard-won gains. Even the 
occasional ill-timed or provocative statement from 
either side can unravel progress, because each 
country is extremely sensitive about its respective 
sphere of influence. 
While it is true that China and India have strived 
in recent years to assuage, each others concerns 





powers, in particular the 
United States, has been a most unwelcome devel- 
opment for Beijing. 

The renewed US-India entente that began dur- 
ing the second term of the Bill Clinton admin- 
istration and grew under President George . W. 
Bush—exemplified: by joint military exercises, 
intelligence sharing, US'sales of military hardware 
to India, and civil nuclear cooperation—is viewed 
in Beijing as an attempt by the United States to use 
its ‘surrogate; India, as a counterweight to China 
and to underniine China’s power and influence in 
South Asia and beyond. Today Beijing is working 
hard to preempt the development of an anti-China 
coalition in Asia. 

Given these challenges, sustained effort at the 
highest political levels will be required to main- 
tain friendly bilateral relations and to prevent 
potential conflicts between these two Asian giants. 
“Chindia,” it appears, could all too quickly revert 
to plain old China and India. a 
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"Thailand: From Violence to Reconciliation? 


CATHARIN DALPINO 


koks elite Ratchaprasong district by “red-shirt” 
protesters ended, calm returned to Thailand's 
capital. But 85 people had died: during the unrest, 
and another 1,378 had been injured. Preliminary 
` estimates of property damage: totaled more than 
$1.25 billion, and as‘many as 100,000 Bangkok 
workers and residents’ were left unemployed or 
‘bankrupt. This protracted period ‘of violence was 
one of the most destructive episodes in ‘Thailand's 
history. At the same time, it was just one phase in 
a four-year-long political conflict that has damaged 
the country’s political. system, social fabric, and im- 
age in the-international community: 
Red-shirted supporters of the United Front for 
. Democracy Against Dictatorship (UDD) were chal- 
lenging the legitimacy of Prime Minister Abhisit 
- Vejjajiva’s government and demanding new elec- 
tions. The protesters’ occupation of Ratchapra- 
song—a neighborhood that contains major banks, 
shopping malls, and the Thai Stock Exchange— 
came to a violent end after negotiations broke 
‘down, on May 19, between the Thai government 
and the UDD. The Abhisit administration, after di- 
visions within the opposition caused the talks to 
falter, ordered security forces to dispersi the red 
shirts’ camps. ' 
The UDD'’s response was to set fire to 39 build- 


[ May 2010, when a month-long siege of Bang- 


'.. ings. These included the stock exchange and sev- 


eral branches of Bangkok Bank, which symbolized 
the Thai establishment; as well as the huge Central 
World mall, which was linked to business families 
that had allied themselves against, or fallen out 
with, the former prime minister Thaksin Shinawa- 
‘tra, a primary catalyst of the red-shirt movement. 
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The UDD claimed the arson was a spontaneous 
reaction to the government's crackdown. The Ab- 
hisit administration considered the fires proof that 
the UDD leadership was made up of criminals and 
terrorists. 

Since May, a state of emergency has remained in 
effect throughout much of the country, including a 
number of provinces in central, north, and north- 
east Thailand, where UDD influence is strongest. 
Shortly after the May 19 crackdown, the govern- 
ment announced a five-point reconciliation plan, 
and initial steps have been taken in that regard, 
but few believe that building political stability will 
be a quick or orderly process. 

The relative calm across the nation today marks 
a striking contrast to the episodic violence of the 
spring. Thailand has receded from the front pages 
of international newspapers. Even so, the country 
remains suspended between crisis and normal po- 
litical life, and is likely to remain so for at least 
several months. 


OLD GRIEVANCES 

Understanding the complex political situation 
in Thailand is made more difficult by perceptions, 
prevalent in the international media, that it is a 
matter of easy opposites: yellow shirt versus red 
shirt, rich versus poor, urban versus rural, and 
authoritarian versus democratic. Each of these di- 
chotomies contains an element of truth, but each 
also inaccurately stigmatizes (or lionizes) large 
numbers of people. 

In reality, each group in Thailand’s color-coded 
political conflict—the People’s Alliance for De- 
mocracy (PAD), or yellow shirts; and the UDD, or 
red shirts—is a loose coalition of various interests. 
As the conflict has sharpened, however, attempts 
have been made to place the groups on an ideo- 
logical spectrum. The yellow shirts are held to be 
more authoritarian and monarchist, while the red 


shirts are characterized as left-wing, even radi- 
cal. (This ideological overlay has radiated outside 
Thailand and has created tensions in academic and 
think tank communities, as individual analysts 
are occasionally labeled pro- or anti—yellow shirt 
or red shirt.) As the country moves out of crisis 
mode, reducing the polarization in the Thai politi- 
cal arena and, to some extent, in Thai society will 
be a critical challenge. 

An explanation frequently offered for the twists 
and turns in Thailand’s political crisis over the 
past four years concerns the rise and fall of Thak- 
sin. His popularity in the years immediately fol- 
lowing the 1997 Asian financial crisis (of which 
Thailand was the epicenter); the attention he paid 
to rural areas in his campaigns; his abuses of pow- 
er whilé in office; the Bangkok-based movement 
_ against him (led by a former business partner); his 
overthrow in a relatively tranquil military coup 
in 2006; his.status as a fugitive after he left Thai- 
land in advance of his trial on corruption charges; 
and ‘his machinations in exile—all this has made 
Thaksin a storied, even legendary, figure. With- 
out a doubt, he remains a. 
rallying point among his 
followers, many of whom 
live in the rural north and 
northeast. However, a key 
question that is far from 
resolved is to what extent 
he remains a central factor 
in Thai politics today. 

An important subtext of the political: ‘crisis is 
the gap between urban and rural Thais. As in most 
mainland Southeast Asian countries, the Thai po- 
litical system is a centralized one, all the more so 
because Thailand was the only country in the re- 
gion that was never colonized. In Myanmar (also 
known as Burma), Vietnam, Cambodia, and Laos, 
European colonization acted as a circuit breaker, 
eliminating or weakening the power of traditional 
monarchies and forging administrative structures 
that linked the capital to the provinces. Thailand's 
political and administrative structures, never hav- 
ing experienced colonial intervention, still bear a 
resemblance to Southeast Asia’s ancient mandala 
system, in which power was concentrated in the 
center and center-province relations were often a 
one-way street. 

Recent Thai constitutions have attempted to 
foster a degree of decentralization, but the results 
have not met expectations in the country’s ru- 
ral areas. Indeed, rural red-shirt discontent with 





The political history of Thailand since 
the early 1990s can be written as an 
attempt to bring money politics to heel. 
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Bangkok and the ongoing communal violence in 
Thailands Muslim south can be viewed as: two 
sides of the same coin: Both have’as much to do 
with the center-province dynamic as they do with 
more specific preven that have erupted in re- 
cent years. 

-- However, the notion that Thaksin single- 
handedly awakened a sleeping rural popula- - 
tion, causing its members to demand their po- 
litical-and economic rights, is a romantic fallacy. 
Center-province relations and the-distribution of 
economic benefits have, in fact, been central is- 
sues in Thai. political discourse since the coun- 
trys constitutional monarchy was established 
in 1932. In the “modernization” period of the 
1930s, Bangkok bureaucrats fanned out to the 
provinces to promote a uniform view of the Thai 
nation, not always with positive tesults: During 
the.cold war, provinces in border areas, particu- 
larly in the northeast, benefited from infrastruc- 
ture and other development projects as the gov- 
ernment attempted to push back the insurgent 
threat of the Communist Party of Thailand. 

In the heady 1980s, 
when the Thai economy 
grew by double-digit rates 
for several years in a row, 

' provinces that directly 
drew a large portion of tax 
revenue (often because 
of tourism)—Bangkok, 

Chiang Mai, and Pinker apard for the right 

to elect their own governors. (Out of this group, 
only Bangkok now has an elected governor.) In re- 
cent decades, modern communications, economic 
development, “and the ‘country’s turn to elected 
parliamentary government in the late 1980s have 
afforded the. provincial population new channels 
to communicate its views and needs to Bangkok. 

Although the Thaksin phenomenon no doubt ac- 

celerated the trajectory of rural activism in Thai- 
land, the long view TEE that it is an inevitable 
process. 


MONEY POLITICS 

Another thread that runs through the politi- 
cal conflict is the rise of money politics, the most 
problematic outcome of Thailand’s democratiza- 


- tion process..:In the late 1980s.and early 1990s, 


greater emphasis was placed on political liberal- 
ization and the strengthening of the parliament 
relative to more traditional institutions of political 
tule, such as the military and the bureaucracy. But 
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the country’s strong economic growth of the time 
both helped and. hindered the development of de- 
mocracy. 

Thailand’s new aA class, no eager 
content to depend on traditional power centers to 
protect its interests, packed the parliament. Some 
business people ran for election; others increased 
their influence by giving financial backing to po- 
litical parties, which have tended to coalesce more 
around personalities than policies: Like their more 
traditional counterparts, however, the rising busi- 
ness interests focused their attention on Bangkok. 
They often approached rural constituencies with 
cash, which they used to buy or influence votes, 
but they seldom encouraged bottom-up processes 
that would give provincial voters a greater voice in 
the political process. 

The political history of Thailand since the early 
1990s can be written as an attempt to bring money 
politics to heel. Such an account would include, for 
instance, the 1991 military coup against the gov- 
ernment of Prime Minister Chatichai Choonha- 
van; as well as the drafting and promulgation of 
the 1997 constitution, which 
introduced new measures of 
accountability for elected of- 
ficials and gave the judicial 
system greater responsibility 
for curbing political corrup- 
tion. (The 1997 constitution, 





Will the present government 
be able to serve out its 
term under the law? 





though it was overturned in 
the 2006 coup, remains the template for constitu- 
tional reform.) 

Accountability and constitutional issues have 
fueled much of the current political crisis, from 
the Thaksin family corruption trials (focused.on 
the former prime minister and his former wife) to 
the dissolution by the courts of two political par- 
ties linked to Thaksin—the Thai Rak Thai Party 
and its successor, the People’s. Power Party. And 
some aspect of constitutional reform. will likely 
figure in the current reconciliation effort: For bet- 
ter or worse, Thailand finds it easy to change its 
constitution. The country has had 18 versions 
since 1932. ' 


THE GENERALS WEIGH IN 


The role of the armed forces has also been a long- 


standing issue in Thai politics. The military, one of - 


the principals in a 1932 coup against the absolute 
monarchy, views itself as the guardian of the mod- 
ern Thai state. Various. elements of the country’s 
political system have concurred on occasion and 





have formed alliances with the military. However, 
the continuing importance of the monarchy and 
the bureaucracy has prevented the: military from 
ruling directly as a class, at least to the extent that 
the military controls power in Myanmar. Thus, 
the term: “military rule” does not quite describe 
the political role of the armed forces in Thailand 
for much of the twentieth century. Without doubt, 
however, a preponderance of power was concen- 
trated in the military for protracted perons from 
the 1930s to the 1980s. 

With the advent of parliamentary government, 
the military's political influence did'not disappear, 
but it was ‘reduced and reconfigured. Still will- 
ing to assert itself directly when civilian leaders 
appeared to stray too far into military affairs— 
regarding promotions and the annual budget al- 
location for the armed forces, for example—the 
military nevertheless began taking a more indirect 
role in politics. The military has continued to act 
as a power broker in civilian politics, however, and 
on two occasions has intervened directly, with the 
coups of 1991 and 2006. 

In both coups, the Bangkok 
political classes were tacitly 
acquiescent to military inter- 
vention. In 1991, coalition 

_ politics had driven political 
corruption to unprecedented 
levels. The 2006 coup oc- 
curred well into a popular up- 

rising in Bangkok against Thaksin, led by the PAD. 

Some factions of the military had turned against 

Thaksin by that time, and decided to make a move 

when he was out of the country.at the opening 
of the United Nations General Assembly. Many 

Bangkok politicians, without: denying that it in- 

jured democracy, supported that coup. One high- 
ranking opposition party official maintained that 
the intervention was “deplorable but necessary.” 

The response in Bangkok to the 1991 and 2006 
coups shows that, although military rule is no 
longer acceptable, elements of the population are 
still willing to accept military intervention when 
the political system breaks down. However, the 
attempt by the leaders of the’2006 coup to hold 
on to power by installing as interim prime minis- 
ter a former supreme commander, General Sura- 
yud Chulanont, was a mistake. Although Surayud 
had drawn public support because of his military 
record, his administration proved ineffective, par- 
ticularly in contrast to-that of Anand Panyarac- 
hun, a star technocrat who had served as interim 


prime minister following the 1991 coup and was 
the driving force behind the 1997 constitution. 
In any case, if the Bangkok political classes were 
willing to accept'a military overthrow of the Thak- 
sin government, they paid a price when Thaksin's 
supporters, forced underground, formed the UDD. 


EXTENDED EMERGENCY 

The current political crisis has underscored an- 
other critical issue in Thai civil-military relations: 
the management of internal security. Although the 
PAD and UDD during the recent years’ unrest were 
in their own view defending democratic .princi- 
ples, in the fullness of time each was willing to 
embrace.mob rule. The PAD seized the prime min- 
isters office in: August 2008, and for three days in 
November took over Bangkok International Air- 
port. In March 2009 the UDD broke up a meeting 
of the Association of Southeast Asian Nations in 
the seaside resort of Pattaya, forcing diplomats to 
evacuate by. helicopter from a hotel roof, or flee 
by sea. A crackdown by the Abhisit government 
briefly restored order in April, but by the follow- 
ing year the UDD had regrouped and set up its en- 
campment in Ratchaprasong. That siege included 


a brief takeover of the Chulalongkorn University , 


hospital where the supreme patriarch, the leader 
of Thailand’s Buddhist Church, was a patient. In 
both 2008 and 2010, large-scale public protests 
metastasized into urban conflict. . 

.Clearly, the PAD and UDD’s actions have been 
motivated by a tangled set of political issues. But 
both the PAD’s and UDD’s leaders have operated 
on an assumption of impunity, taking advantage 
of Thailand's failure to build an effective and ac- 
countable internal security structure. There are 
numerous reasons for this failure, including a po- 
lice force that has historically been weaker. than 
the military; an uncertain division. of labor be- 
tween the police and the military; a lack of train- 
ing; and an understandable reluctance on the part 
of soldiers and Bente to use force against fellow 
citizens. 

Paradoxically, a. strong ‘democracy requires 
strong govérnment, and building a more effective 
internal ‘security capacity, though a sensitive is- 
sue, is imperative nevertheless. If this need is ne- 
glected, Thailand runs the risk that future protest, 
a right and a mainstay of liberal democracy, will 
escalate quickly into violence and eventually be 
constricted as a matter of course. 

While the flames were still dying out in Ratchap- 
rasong this spring, the government moved to place 
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a tourniquet on the political crisis. For instance, 
owners of small and medium-sized businesses that 
were harmed by the siege were given grants and 
loans. But much of the administration's early at- 
tention was focused on disarming ‘and otherwise 
constraining the red-shirt movement and appre- 
hending its leaders. 

Arrest warrants were issued for 800 UDD leaders 
and members believed to have ordered or imple- 
mented the encampment and the arson in Bang- 
kok, as well as for others linked to secondary UDD 
attacks in the northeast. By mid-July, a little more 
than half of those under warrant had been de- 
tained. Authorities have also launched an investi- 
gation into the UDD’s financial resources, and a list 
of major red-shirt funders has been compiled. The 
names of some red-shirt figures reportedly have 
surfaced on a list of people suspected of forming a 
movement to overthrow the monarchy, now being 
investigated by a 300-agent force under the De- 
partment of Special Investigations. 

On July 6, 2010, the government's emergency 
decree, now in its fourth month, was renewed for 
three months in Bangkok and several northeast- 
ern provinces in an attempt to preempt the re- 
sumption of red-shirt protests. The decree bans 
gatherings of more than five people and places 
constraints both on internet content and on 


` broadcast stations, particularly private stations 


associated with the UDD. 

Some figures linked to the red-shirt movement 
have been detained for public comments, deemed 
sympathetic to the UDD, made after the crackdown 
in Ratchaprasong. Among these is Sombat Boon- ` 
gamanong,.a civil society leader of the younger 
generation and ‘founder of the well-regarded Mir- 
ror Foundation. But the emergency decree applies 
to all Thais, and signs of self-censorship are begin- 
ning to emerge as a result. For instance, a major 
university recently issued a circular to its faculty 
warning against “open involvement in political 
conflict.” While many concede that the emergency 
decree may have been necessary at the height of 
the violence this spring, its seemingly open-ended 
nature has drawn expressions of concern in Thai- 
land and abroad. 


A PLAN IN PLACE 

That the government is aware of the deeply 
rooted nature of the political crisis is evident in 
the reconciliation plan it put forward in late May. 
While promising “nationwide psychological reha- 
bilitation,” the authorities also conceded that “le- 
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gitimate grievances of the rural poor such as... 
social injustice” need to be addressed. The plan 
establishes a number of commissions charged with 
considering constitutional reforms, as well as mea- 
sures to close the oon gap in socioeconomic 
levels. 

In a move designed to reassure Thais who recall 
the political turmoil of the early 1990s, the former 
prime minister Anand Panyarachun will chair the 
Committee on Reform Strategy, which will consid- 
er constitutional and other government reforms. 
Another group, the Committee on Reform Assem- 
bly, will canvass Thai civil society and establish a 
national assembly that will function as a channel 
for public input into- the reconciliation and reform 
process. It is not clear, however, what sort of re- 
ception awaits public comment sympathetic to the 
red-shirt movement. 

A third group created under the reconciliation 
plan is the Independent Fact-Finding Commission 
for Reconciliation. The commission is composed 
of lawyers and law school faculty; human rights 
advocates; journalists; the 
permanent secretary of. 
the ministry of justice; 
criminologists; and a pro- 
fessor of psychology. It is 
charged with probing the 
underlying circumstances ' 
of the political crisis, but 
it will not function as 
a truth commission (a model used in countries 
with protracted internal conflict to identify hu- 
man rights abusers on all sides of the conflict). 
Although the’ commission will have links to the 
judiciary, the task of identifying perpetrators of 
violence and abuse, and bringing them to justice, 
will remain with the courts. 





QUESTIONS AND COMPLICATIONS 

Clearly, resolving a political crisis as long- 
standing and deeply rooted as the present one in 
Thailand is a daunting prospect. Within the recon- 
ciliation plan, it is not clear if short-term measures 
to curb red-shirt activity and longer-term efforts to 
address concerns that the UDD brought to light are 
being undertaken in proper proportion. Too much 
of the former and too little of the latter could cre- 
ate a backlash that might undo the fragile peace of 
the post-Ratchaprasong period. Although the gov- 
ernment can buy some time with the emergency 
decree and the prime minister's discretionary pow- 
er to determine when elections occur, it will be 


Recent Thai constitutions have attempted 
to foster a degree of decentralization, 
but the results have not met expectations 

_in the country’s rural areas. 


under heavy pressure in the next several months 
to answer, in particular, four questions. 

First, should accountability stop with the oe 
shirt movement? Government officials have said 
that they wish to bring UDD leaders to account 
for the violence this spring, but also to win the 
“hearts and minds” of the red-shirt rank and 
file. The past four years in Thailand have seen 
an escalating series of protest cycles, alternating 
between yellow shirt and red. shirt, and the per- 
ception of a one-sided pursuit of justice could be 
counterproductive. 

Mindful of this, on July 12 the.government an- 
nounced that it was asking 80 leaders of the PAD to 
report to the police by September 6 to face charges 
related to the takeover of Government House and 
the seizure of the airport in 2008. Charges made 
against individuals in the group range from caus- 
ing a public disturbance to inciting terrorism. The 
PAD has responded that the move is an attempt to 
make the government appear even-handed. PAD 
leaders claim that, in contrast to the UDD, they 

have never supported 
. armed militants. Others 
maintain that the long 
lead time and the option 
to surrender voluntarily 
show partiality to the yel- 
low shirts. A related issue 
concerns the treatment 








under the law of any gov- 
ernment or security official who might be found 
guilty of abuses of power during the crackdown or 
the investigations of the events of this spring. 

The second question is: What is the best time 
under the circumstances to hold elections? Elec- 
tions were the crux of the red-shirt protests against 
the Abhisit government: The UDD believed that the 
parliamentary process through which Abhisit was 
selected as prime minister after the People’s Power 
Party was dissolved, though legal under the con- 
stitution, was not politically legitimate. The UDD’s 
demand throughout the 2009 and 2010 protests 
was that elections.be held immediately. 

Before negotiations fell apart in May, Abhisit 
had offered November 2010 as an election date, 
but has since retracted that. Government officials 
indicate informally that the likeliest date for elec- 
tions is now April 2011, with the start of the cam- 
paign presumably coming early in the new year. 
Since Abhisits term will- end in December 2011, 
his maneuverability in this regard will be increas- 
ingly curtailed. 


However, the commissions formed under the 
reconciliation plan have deadlines ranging from 
two to three years to submit their findings, with 
a requirement to submit progress reports to the 
government every six months. It is doubtful that 
the longer-term process of achieving genuine rec- 
onciliation will be complete before the next elec- 
tions. 

Even so, the elections will require that there 

be sufficient political stability for all parties to 
participate and for the outcome to be accepted. 
Without that, an electoral victory for the Puea 
Thai Party, the third-generation pro-Thaksin 
party, could re-energize the yellow-shirt protest 
movement, while a result that goes against Puea 
Thai could inflame red-shirt sympathizers. This 
very: dilemma was illustrated in late July in Bang- 
kok, when a by-election demonstrated support 
for the Democrat Party, and implicitly the Abhisit 
administration, but also sparked a red-shirt rally 
and a bombing incident. 
_ The third question is: Will the present govern- 
ment be able to serve out its term under the law? 
The issue here is not that the UDD views the gov- 
ernment as illegitimate. Rather, it was the attorney 
generals office that in July recommended that the 
Constitutional Court dissolve the Democrat Party, 
the main party in the government coalition, and 
ban several of its.leaders—including Prime Minis- 
ter Abhisit—from politics for five years. 

Article 215 of the constitution, the so- called 
nuclear-option clause, abolishes a political par- 
ty when its leaders are convicted of electoral or 
financial impropriety; this was the undoing of 
both the Thai Rak Thai Party and the People’s 
Power Party. Leaders of the Democrat Party are 
confident they will be acquitted on legal merit of 
the charges, which focus on campaign contribu- 
tions made in the middle of the past decade by 
a Thai cement conglomerate. However, even an 
acquittal could be problematic in a tense political 
climate. Given the fate of the two pro-Thaksin 
parties, red shirts may perceive acquittal as evi- 
dence of judicial partiality. 
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WHAT ABOUT THAKSIN? i 

The fourth question is: Should Thaksin be: 
included in the reconciliation effort? Although - 
there were reports of informal dialogue with the . 
former prime. minister. as recently as this spring, 
since the upsurge of red-shirt activity the Abhisit 
administration -has taken an increasingly. hard 


line toward Thaksin, emphasizing his status as a -> 


legal fugitive. One of the most hotly debated top-` 


ics regarding the protests is the extent to which - - 


Thaksin incited the? red-shirt actions of. 2009 and ` 
2010, and whether direct causal connections can 
be proved. 

On May 25, the Thai Criminal Court ne 
an arrest warrant for Thaksin on terrorism charges ` 
in connection with the Ratchaprasong violence, a ` 
crime that could-carry the death penalty. In recent 
months, the government has pressed ‘the interna-. 
tional community for help-in apprehending him, 
as well as in seizing assets.he is believed to, have 
banked abroad, with little result to’date. l 

If the government. is determined to dècouple j 
rural grievances from. the UDD, it should also ` 
consider ways to decouple. these issues from 
Thaksin himself. It is unclear: whether that can 
best be done by. further isolating ` hirn;-or by con- - 
sidering the means: and benefits of ‘his: ‘return to- 
Thailand. ‘Nor: is it ‘certain. that- Thaksin’ would 


approach negotiations ` ‘regarding ` ‘his -return: in. S 
good faith, or. indeéd what: he. would be seeking is 


he did return. Would: it pe: amnesty ‘fox ‘utstand- Xi 


ing criminal convictions: and’ ‘charges, ‘the retiirn ©. ` 


of his assets, or. even’ ‘latitiide.to, contest for: F power, we 
in the anne area? : i 







long-term grievan 
principles. 


PERSPECTIVE , 





Asia’s Dangerous Security Dilemma 


PAUL GODWIN 


‘ Į ust as China's rapidly expanding economy has 
Jen the country a level of global political 
influence that it has not enjoyed in several 
hundred years, so Beijing’s military moderniza- 
tion efforts have produced Chinese armed forces 
that, for the first time in the modern era, are pro- 
foundly influencing perceptions of the military 
balance in Asia. 


China’s policy makers are fully aware of ‘the’ 


apprehensions that their defense programs have 
generated, and they are uneasy about the con- 
sequences of such apprehensions for China’s 
long-term foreign policy objectives. Nevertheless; 
Beijing has declared that military modernization 
efforts will continue, because their objectives will 
not be achieved until around 2050. 

These programs embrace all warfare domains, 
seeking to improve military capabilities in space, 
air, land, naval, and cyber war. As a result, emerg- 
ing changes in the regional military balance have 


generated important questions that go beyond the - 


always sensitive issue of the Taiwan Strait. 

The most critical of these questions, at a stra- 
tegic level, is whether China ultimately intends to 
challenge the regional military preeminence that 
has been held by the United States since the end 
of World War II. Beijing denies such an intent but 
is suspicious of the Americans’ long-term strategic 
intentions toward China. Washington comple- 
ments China’s suspicion with its own. Indeed, 
official defense documents released by the United 
States and China over the years have made| this 
mutual distrust abundantly evident. 

The result: is a classic “security dilemma,” 
whereby military programs and national strate- 
gies deemed defensive by their planners are 
viewed as threatening by the other side. The June 
2010 Shangri-La Dialogue in Singapore, at which 
defense leaders from 28 Asia-Pacific states held 
their ninth annual meeting, demonstrated the 
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chill in Sino-American military relations, as China 
was unwilling to accept a follow-on visit to Beijing 
by US Secretary of Defense Robert Gates. The 
proximate cause for Beijings unwillingness was 
the announcement, in January, of a $6.4 billion 
sale of arms from the United States to Taiwan, but 
the underlying cause was the deep suspicion with 
which China continues to view the United States. 

Across Asia, other nations are carefully monitor- 
ing this Sino-American security dilemma, because 
its dynamics vitally affect regional security. And 
even if China has no intention of challenging 
America’s regional military superiority, Beijing’s 
military programs on their current path appear 
destined to make China’s defense establishment 
the most potent in the region. 


THE BUILDUP 

Beijing’s primary strategic objective is to foster 
a security environment that allows the country 
to sustain the national development so crucial to 
China’s future and to its ambitions to become a 
global power. There can be no doubt that a major 
war would have grave political and economic 
consequences that would completely undermine 
this principal strategic objective. Beijing therefore 
wants its military programs and security policies 
to be accepted as defensive in nature, and per- 
ceived as designed to protect the country’s legiti- 
mate interests. | 

These interests are| influenced by China’s geo- 
political location, a location that gives the nation’s 
armed forces a daunting task. As Asia’s largest 
continental power, China has an extensive neigh- 
borhood; it is enclosed by Northeast Asia, Russian 
Asia, Central Asia, South Asia, Southeast Asia, 
and all of maritime East Asia. Currently, China’s 
frontiers are for the most part quiet and resolved. 
However, disputed territorial claims and maritime 
resource claims remain in the East and South 
China Seas. A particularly difficult and extensive 
border dispute with India continues. And there is 
growing concern over|protecting sea lanes used by 
China’s merchant ships and oil tankers. 


Moreover, with the deployment of nuclear weap- 
ons by India and Pakistan, and given the fact that 
North Korea‘holds half a dozen or so such weapons, 
China’s nuclear arms environment is‘more complex 
than it used to be. When these developments are 
coupled with America’s ballistic missile defense 
programs, China's nuclear. deterrence strategy con- 
fronts an increasingly difficult environment. 

Alongside these issues ‘is the unsettled Taiwan 
problem. No matter how improbable a conflict 
between China and Taiwan may be, given the 
rapidly improving relations between Beijing and 
` Taipei, China has to anticipate US intervention 
in any potential military confrontation. And to 
these difficulties must-be added China's distrust 
of America’s strategic intent: Beijing perceives the 
United States as seeking to constrain China and 
prevent it from becoming a global power. 

Confronting a demanding and uncertain secu- 


rity environment, China believes that prudence . 


requires a military capable of both continental 
and maritime defense against potential adversaries 
ranging in strength from 
the United States to sig- 
nificantly lesser opponents. 
No other Asian state faces 
a similarly complex secu- 
rity -situation; therefore, 
none seeks the spectrum of 
military capabilities sought 
by the People’s Liberation 
Army (PLA), as the services and branches are col- 
lectively named. 

China is seeking many of these capabilities to 
counter specific US strengths. In particular, Beijing 
is developing or acquiring capabilities in space 
systems, anti-satellite weapons, ballistic missile 
defense, information warfare, sophisticated land- 
and sea-based nuclear weapons, advanced con- 
ventionally armed ballistic and cruise missiles 
(including an anti-ship ballistic missile), and 
modernized air defense systems. 

It is also developing or acquiring second- 
generation (for China) nuclear-powered attack 
and ballistic missile submarines, advanced diesel- 
electric attack submarines, increasingly capa- 
ble surface combatants (destroyers and frigates), 
large amphibious warfare ships, large under-way 
replenishment ships, and air power composed of 
ever more capable combat aircraft supported by 
aerial refueling and airborne warning and control 
system aircraft. PLA ground forces are undergoing 
comparable renovation programs. 





Beijing’s military programs on their 
current path appear destined to make 
China’s defense establishment the 
most potent in the region. 
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Education and training initiatives to develop 
the skills-needed to plan, organize, command, 
and conduct joint warfare.operations have been 
under way for some years. Beijing is also mak- 


` ing efforts to build a logistics ‘infrastructure 


capable of sustaining. joint warfare operations. 
Furthermore, the country’s defense industrial 
base and its research, development, testing, and 
evaluation infrastructure are increasingly able to 
design, develop, and manufacture the items that 
China's military requires, thereby-reducing if not 
eliminating a-longstanding dependence on for- 


eign technologies. 


THE QUANDARY 

From Beijing’s perspective, China needs a mili- 
tary able to defend the country’s sovereignty, unity, 
territorial integrity, and national interests. This 
means having armed forces capable of deterring 
war-with China’s potential adversaries, defusing 
military crises should they occur, and winning wars 
should they erupt—and doing so in a highly com- 

is plex and extensive security 
environment. In this con- 
‘text, the PLA perceives its 
modernization as far from 
complete and its capabili- 
ties as definitely far behind 
those of its most dangerous 
prospective opponent—the 
United States. 

When viewed from the perspective of China’s 
neighbors and the United States, however, 
Beijing’s defense modernization programs appear 
too extensive to be designed for a military capa- 
bility limited to the defense of continental China 
and its territorial and maritime claims. This is 
particularly the case when Beijing states in official 
defense policy documents that these programs 
will not be complete for another 40 years. 

In an effort to counter these concerns, Beijing 
has engaged in an increasingly active military 
diplomacy. Military exchanges, navy port visits, 
participation in bilateral and multilateral regional 
combined exercises, and invitations to observe 
PLA exercises have all increased, and China has 
maintained if not increased its participation in 
regional security forums. These activities, howev- 
er, have not significantly reduced regional anxiety 
over China’s mounting military capabilities. 

In part, this is due to what appears to be grow- 
ing Chinese assertiveness in a number of sensitive 
areas, including the South and East China Seas. 
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Not only has. ‘China become more forceful in 
pressing its claims with Vietnam, Japan, and oth- 
ers, but US surveillance ships: operating in‘China’s 
“exclusive economic zone” are regularly harassed. 


PLA navy flotillas have begun conducting training” 


exercises further out to sea, and recently'a PLA 
helicopter buzzed a Japanese destroyer observing 
a Chinese naval exercise off Okinawa. The chair- 
man of the US Joint Chiefs of Staff, Admiral Mike 
Mullen, has increasingly expressed concerns over 
the modernization of China’s armed forces—a 
clear indication that Beijing has failed in its efforts 
to diminish the apprehension that its programs 
and behavior have generated. 


BETWEEN THE HEDGES. 

Although this failure reflects a classic security 
dilemma, it also reflects mutual hedging strate- 
gies. Beijing’s apprehensions are long-term stra- 
tegic concerns. Chinese officials themselves agree 
that, leaving aside Taiwan scenarios, there is no 
near-term prospect of a major military conflict 
between China and the United States or any of 
China’s neighbors: Nonetheless, Beijing believes 


that its defense modernization programs are far .- 


from achieving their goals and notes that US and 
regional militaries are sustaining their own mod- 
ernization efforts. Thus China is hedging against 
even more ‘capable future American and regional 
military forces in what it perceives as an uncertain 
security environment. 

Whereas much of Asia is nervous about the 
course Beijing will take as its military capabilities 
increase, no single Asian state can hope to match 
China’s future military strength- Most of Asia 
therefore looks to the United States to counter a 
potentially belligerent future China. Because the 
United States has a vital interest in sustaining a 
stable, peaceful Asia, it too’ must hedge against 
the worst plausible case—one in which a militar- 
ily powerful China seeks to dominate the region. 

Hence, mutual hedging driven by uncertainty 
has created the security dilemma.. This uncer- 
tainty ‘cannot be mitigated by policies of military 
“balancing” and alliance formation. Only mutual 
confidence in non-threatening intent can do so, 
and the prospects for such:confidence*are cur- 
rently very low. The security dilemma has the 
potential, therefore, to disrupt the regional stabil- 
ity that all sides wish to maintain. a 





China Policy for Dummies 


DEVIN STEWART 


critic Leonard Maltin once said. This 

is as true in book publishing as it is 
in life. Stefan Halper's new book—The Beijing 
Consensus: How China’s Authoritarian Model 
Will Dominate the Twenty-First Century—is, like 
Halper’s previous works, unoriginal. But it ben- 
efits from good timing. 

The book's argument is that Chinas economic 
inroads into the developing world are “Shrinking 
the West,” and that the coun- 
_ trys values will be “corrosive 
to Western preeminence,” 
leading to a global “war of 
ideas.” Despite Halper's impli- 
cation that he is alone in 
offering such observations, Asia hands have been 
making them for a decade. 

Nevertheless, recent events have made Halper's 

book seem particularly relevant. First, the 2008- 
2009 financial crisis in the West discredited the 
notion that the free market would necessarily 
deliver an optimal combination of prosperity, sta- 
bility, and innovation. The crisis also underscored 
the need for the state to take a role in policing the 
market, since the market clearly will not police 
itself. As a result, many have taken a fresh look 
at state capitalism, an economic system of which 
China is the world’s leading example. 
_ Second, in the wake of the financial crisis, a 
wave of austerity has washed over free-market 
economies where government budgets are badly 
out of balance. Consequently, states from Britain 
to Japan are retrenching their foreign assistance 
and “soft power” initiatives in the developing 
world, creating a vacuum for China to fill. 

Third, Halper’s book benefits from the inter- 
est created by the recent’ publication of Ian 
Bremmers The End of the Free Market: Who Wins 
the War Between.States and Corporations, though 
Bremmers book is significantly more substan- 
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tive and authoritative than Halper's. The dif- 
ference between these two works is that, while 
Halper's is essentially a basket of chestnuts on 
China, Bremmers work presents the economic 
and historical background of state capitalism and 
explains how it is systematically applied in policy 
making. (Bremmer defines state capitalism as an 
approach to economic management in which poli- 
tics trumps profits as a driver of decision making.) 

Both books identify state capitalism as a threat 
to the West and offer sen- 
sible policy proposals aimed 
at competing with China’s 
influence. In Halper's case, 
the recommendations include 
the creation of a US-Africa 
forum on cooperation, a US soft-power govern- 
ment agency, the promotion of domestic savings 
and research and development, and the leveraging 
of US relations with India, Japan, and Russia. 


REPEAT AS NEEDED 

The attention that Halper's book has received 
reminds me of a piece of advice a journalist gave 
me years ago when I was based in Washington: If 
you have a good idea, you should keep repeating it 
until its time has come. That way you will eventu- 
ally get the credit. In this case, the ideas are not the 
author's, but he repeats them anyway. The Beijing 
Consensus is a breezy list of China truisms that spe- 
cialists have been espousing for years. 

One is former Ambassador Winston Lord’s 
observation that whatever you can say about 
China, the opposite is also true. (Despite Halper's 
simplistic take on China, he does note that there 
are “many Chinas”—poor China, rich China, Han 
China, Muslim China, and so on.) Another truism 
is that the economic interdependence between 
the United States and China constitutes a form 
of mutual assured destruction, or a “marriage of 
liabilities,” as Halper puts it. 

More than one China watcher has told me that 
if someone wants to write a book on China, the 
author should first live in the country for at least 
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a year. Halper has parachuted into China stud- 
ies, but this has not prevented him from putting 
a well-timed book on the market and gaining a 
stake in the China debate. 

Halper, a senior fellow at Cambridge University’s 
Center of International Studies, argues that a 
Beijing consensus on economic development is 
challenging the Washington consensus. But the 
author fails to define precisely what he means by 
“Beijing consensus.” And he does not credit for- 
mer Time editor Joshua Cooper Ramo for coining 
the phrase in 2004. (In the same year, renowned 
economist Justin Yifu Lin published a paper that 
cautioned against holding up China as a model.) 

This failure to credit Ramo is odd because 
Halper's self-declared mission is to dispel simplis- 
tic notions regarding China's course. In naming 
his book after a phrase that was coined several 
years ago, he is in effect showing the reader that 
China experts have realized for some time that the 
People’s Republic is complicated, that China offers 
authoritarian governments new options for align- 
ment, and that the future struggle in international 
affairs will be a war over ideas and influence. 

In fact, the argument that China presents an 
appealing option for authoritarian regimes in the 
developing world is well-worn. In 2007, Joshua 
Kurlantzick (a Current History contributing edi- 
tor) published a pathbreaking yet sober book 
titled Charm Offensive: How Chinas Soft Power 
Is Transforming the World, based on hundreds 
of interviews conducted throughout Asia and 
the developing world. In the same year, Joshua 
Eisenman, Eric Heginbotham, and Derek Mitchell 
published an edited volume called China and the 
Developing World: Beijings Strategy for the Twenty- 
First Century, which traced the history and strate- 
gies of China's presence in developing countries. 

Larry Wortzel and I wrote of the idea’s impor- 
tance in an Asia Times Online article in 2005: “A 
world is possible in which states follow China's 
path to economic growth without the constraints 
of democratic institutions—the ‘Beijing consen- 
sus.’ But it would be a more capricious and dan- 
gerous place. . . . Unlike radical Islam, China 
can offer something attractive—prosperity—so an 
ideological challenge will enjoy greater longevity.” 

Even as it co-opts worn tropes about China, 
the argument in The Beijing Consensus is based on 
a fallacy—that Halper alone understands China’s 
complexities. When he contends that ideas about 
China in policy circles are monolithic, he dis- 
missively discusses Washington lobbyists, such 


as pro-business “panda huggers,” protectionist 
“trade watchers,” or defense “hawks” who have 
a vested interest in promulgating a simplistic 
China threat. Then again, when the author wants 
to prove his points about the China challenge, 
he cites sage China experts such as Elizabeth 
Economy and Minxin Pei. 

Over the past few years, discussions about “the 
China model” have progressed, but Halper is either 
unaware of many of these developments or is 
unwilling to join the debate about them. What, for 
instance, is the potential negative impact of state 
capitalism on domestic innovation? What about 
the possibility of blowback from perceived Chinese 
neocolonialism in the developing world? Halper 
leaves these difficult questions unanswered. `` 


A FLAWED MODEL 

As a model of economic development, the 

China “case” (as some refer to it, precisely to 
avoid grandiose discussion of “models”) is prob- 
lematic. When Leo Horn-Phathanothai was posted 
in China as the national coordinator for a British- 
Chinese initiative on sustainability two years ago, 
he published a much talked-about article called 
“Challenging the China Model.” This essay identi- 
fied several problems with the “model.” 
' First, Chinas economic development experi- 
ence was characterized by improvisation, rather 
than design, in line with Deng Xiaoping’s advice 
to “cross the river by feeling for stones.” Such an 
experience is difficult to replicate. Second, China’s 
rapid economic growth has been on par with 
other countries that have followed the export- 
oriented East Asian development model—first, 
Japan, and then the “Asian Tigers” of Taiwan, 
Singapore, Hong Kong, and South Korea; it has 
not outstripped those countries except in scale. 
Finally, China’s development path has been only a 
qualified success, accompanied by several serious 
failures or risks, ‘including endemic corruption, 
ecological crisis, and income disparities (issues of 
which Halper does make note). 

In Halper's previous book, The Silence of the 
Rational Center: Why American Foreign Policy Is 
Failing (2007), he and his coauthor Jonathan 
Clarke warned against the seductive “big idea” in 
foreign policy. The Beijing Consensus represents a 
“Dummies” guide to the’ best ideas on US-China 
policy over the past decade, and its main point 
is well taken: China presents both threats and 
opportunities. Unfortunately, the book offers few 
ideas of its own. E 
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April—July 2010 


INTERNATIONAL 


Africa 

June 24—The consulting firm McKinsey & Co. releases a widely 
cited report, “Lions on the Move,” touting Africa’s economic 
progress and arguing that international business “cannot afford 
to ignore the potential” of the continent. 


G-20 

June 27—At the close of a Toronto G-20 meeting, leaders of the 
world’s largest economies agree on a nonbinding timetable for 
deficit reduction. The timetable calls for fiscal deficits to be cut 
in half by 2013, and for ratios of debt to gross domestic product 
to be stabilized 3 years later. The agreement is a compromise; 
the US had argued for slower deficit reduction so as to ensure 
that the global economy does not once again experience reces- 
sion, while many other countries favored quicker action. 


Global health 


Apr. 12—The Lancet, a medical journal, publishes research show- 
ing that the number of women around the world who died as a 
result of pregnancy or childbirth declined from about 526,000 
in 1980 to about 343,000 in 2008. The decline is attributed 

_ to factors such as rising incomes in some countries and the 
increasing availability of people with medical training to assist 
in childbirth. 

May 23—The Lancet reports that, between 1990 and 2010, death 
rates among children under 5 years old dropped by about 2% 
a year worldwide. The gains are attributed in part to increased 
availability of vaccines and vitamin supplements and also to 
improved treatment of diarrhea and pneumonia. 


- |sraeli-Palestinian conflict 

May 31—Nine die when Israeli naval commandos board 6 vessels 
that are part of a civilian flotilla bound for the blockaded Gaza 
Strip. The flotilla, whose purpose is to deliver aid to Gaza and 
challenge Israels blockade, is organized in part by a Turkish 
group; after the incident Israel suffers a severe rift in its relations 
with Turkey, a Muslim country with which it has enjoyed gener- 
ally friendly relations. 


AFGHANISTAN 

Apr. 28—A report on the conflict in Afghanistan provided to the 
US Congress by the Pentagon finds that in the past 6 months 
little progress has been made toward gaining the Afghan peoples 
support for the country’s government, or toward weakening the 
Taliban insurgency outside of areas where NATO has concen- 
trated its efforts. The Pentagon also reports that the training of 
Afghan security forces is proceeding very slowly. 

June 23—US President Barack Obama fires Gen. Stanley McChrys- 
tal, the top US military commander in Afghanistan, and replaces 
him with Gen. David Petraeus. McChrystal’s firing results from 
the publication of a magazine article in which he and his aides 
are portrayed as disrespectful toward members of the adminis- 
tration. ' 

July 25—An organization called WikiLeaks releases thousands of 
secret US military documents related to the conflict in Afghani- 
stan. The documents, though they contain little new informa- 
tion, reinforce and intensify concerns about civilian deaths, 
involvement in the Afghan insurgency by Pakistani intelligence 
forces, and increased Taliban attacks. : 
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July 30—The deaths of 3 US troops, bringing the month’ fatal- 
ity total to 66, make July the deadliest month for US forces in 
Afghanistan since the conflict began in 2001. 


AUSTRALIA 

June 24—Prime Minister Kevin Rudd steps down in the face of 
a leadership challenge within his ‘Labor Party. Rudd had lost 
support within the party bécause, among other issues, he had 
dropped his proposal for a cap-and-trade system to regulate car- 
bon emissions and had failed to win public support for a mining 
tax. Taking over Rudd’ position is Julia Gillard, who becomes 
Australia’s Ist female prime minister. She is not expected to 
deviate widely from Rudd’ policies. 


BELGIUM 

June 13—General elections produce results that call into question 
Belgium's continued viability as a nation, as a Flemish nationalist 
party wins a plurality of seats in the country’s parliament while a 
majority of votes in Flanders is won by several separatist parties. 
After the general election of 2007, politicians required 9 months 
to form a new government, and the process is expected to be 
protracted this time as well. Instability in Belgium is highlighted 
at the moment because the country is to assume the EUs rotat- 
ing presidency in July. 


CHINA 

Apr. 3—The Obama administration announces that it will delay a 
decision on whether to declare China a currency manipulator— 
a declaration advocated by many in the US Congress but 1 that 
would be troublesome to China. The delay is widely perceived 
as part of an effort to gain Chinese support for UN-sponsored 
sanctions against Iran over its reported efforts to develop 
nuclear weapons. 

June 4—In Foshan, Guangdong province, an accommodation is 
reached between the Japanese automaker Honda and striking 
employees at a transmission plant. This labor action, which ends 
when the 2 sides agree on wage increases, is 1 of several strikes 
against foreign firms scattered across the country throughout the 
summer. Together, they highlight the fact that China's supply of 
young workers is growing tighter, with the number of workers 
aged 16 to 24 expected to fall by 1/3 over the coming 12 years. 

June 19—Under sustained international pressure to let its currency 
appreciate, China announces that it will allow somewhat greater 
flexibility in the value of the yuan. China has been characterized 
by the US and other countries as pursuing an unfair trade policy 
through maintaining a low value for the yuan, thereby increas- 
ing the competitiveness of Chinese goods. Changes in the yuan's 
exchange rate, however, are expected to be modest. 

July 20—China’s National Energy Administration announces a 5 
trillion yuan ($738 billion) initiative aimed at developing capac- 
ity to produce energy irom sources such as nuclear, wind, and 
solar. The administration estimates that, in the year 2020, the 
initiative will cut the country’s emissions of carbon dioxide by 
about 1.2 billion tons. 

July 26—The Ministry of Environmental Protection reports that 
the country’ air quality in the 1st half of this year was the worst 
the nation has experienced since 2005, indicating that China’s 
efforts to control its environmental problems through regulation 
and enforcement are not keeping up with increased production 
of pollutants. The ministry also reports that more than % of 
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Chinas rivers, streams, and lakes are unfit sources of drinking ` 


water, and that the country suffers each month from an average 
of 10 significant accidents that pollute the air or water. 


COLOMBIA 

June 20—Former defense minister Juan Manuel Santos is elected 
president, winning 69% of the vote compared to the 28% won 
by his closest challenger, former Bogota mayor Antanas Mockus. 
Santos, who between 2006 and 2009 oversaw the country’s 
counterinsurgency campaign against rebel groups, supports 
continued strong relations with the US. 


CZECH REPUBLIC 

June 27—In a country that has been led by a caretaker govern- 
ment since March of last year, President Vaclav Klaus announces 
that he will appoint as prime minister Petr Necas, a center-right 
politician who is expected to emphasize austerity measures 
and to seek a strong relationship with the US. The formation 
of a government follows May parliamentary elections in which 
a center-left party won the greatest number of votes but right- 
wing parties won more votes in total than their rivals on the left. 


GREECE 

Apr. 11—Euro zone leaders pledge up to $40 billion in moderate- 
interest loans to fiscally troubled Greece, supplemented by 
loans from the International Monetary Fund (IMF). The loans 
are meant to help the country survive a debt crisis that has pro- 
voked concerns about the viability of the euro. 

Apr. 27—The rating agency Standard & Poors (S&P) downgrades 
Greek debt to junk status, also downgrading Portugal's debt. 
The next day, S&P downgrades Spanish debt as well. 

May 2—With previous aid having proved inadequate to help the 
country negotiate its debt cnsis, Greece accepts from the EU 
and the IMF an emergency loan package worth $146 billion. 

In exchange for the aid, Greece agrees to reduce its budget 
deficit to less than 3% of GDP by 2014. This will require it to 
make severe spending cuts, raise taxes, and institute structural 
reforms. Three days later, 3 die during anti-austerity protests in 
Athens. 

May 10—With several countries that use the euro facing severe 
fiscal difficulties, and the euro itself coming under increasing 
downward pressure, the EU and the IMF agree to establish a res- 
cue package worth $957 billion, available to any country in the 
euro zone that agrees to conditionalities such as those already 
accepted by Greece. The European Central Bank begins the next 
day, contrary to recent indications of its intentions, to inject 
liquidity into the banking system by purchasing government 
bonds issued by euro zone countries. , 


HAm 

May 28—In the aftermath of Haitis devastating January 2010 
earthquake, the World Bank cancels the $36 million debt that 
the country owes to the International Development Association, 
a fund operated by the bank. 

July 22—The IMF cancels the $268 million debt owed to it by Haiti. 


HUNGARY 

Apr. 25—In a 2nd round of parliamentary voting, Fidesz, a center- 
right party, wins over 2/3 of the seats in the country’ legislative 
body. Fidesz’s Viktor Orban on May 14 is named the country’s 
new prime minister. 


INDIA 

Apr. 6—Maoist rebels known as Naxalites attack a government 
paramilitary unit patrolling in a remote region of Chhattisgarh 
state, killing at least 73. The government is in the midst of a 


campaign to push the rebels out of rural regions and isolate 
them in mountainous areas. 

May 28—At least 71 people are killed when a passenger train 
derails in West Bengal, reportedly due to sabotage by Naxalites. 


IRAN 

June 9—The UN Security Council, in an effort to pressure Iran 
into complying with international demands that it stop enrich- 
ing nuclear fuel, approves a 4th round of sanctions against 
the country. The new sanctions, which mainly focus on Irans 
Islamic Revolutionary Guards Corps, are weaker than the US 
and EU had hoped to institute. 

July 1—Obama signs into law a new set of US sanctions against 
Iran, exceeding in severity the UN sanctions approved in June. 
Twenty-five days later, the EU follows with a similar set of addi- 
tional sanctions. 


IRAQ 

Apr. 19—An Iraqi court orders a partial recount of ballots cast in 
Mar. 7 parliamentary voting, the initial results of which indi- 
cated that the party of former prime minister Ayad Allawi won 
2 more seats than did the party of current Prime Minister Nuri 
Kamal al-Maliki. Uncertainty surrounding the election. raises 
questions about Iraqs political stability, even as the US plans to 
withdraw most of its forces from the country over the summer. 

Apr. 26—An election court disqualifies from office a winning 
candidate representing Allawi's party, on charges that he once 
supported the Baath Party of former president Saddam Hussein. 
The ruling, which further muddles the country’s PUNA situa- 
tion, is expected to be appealed. 

May 16—With a partial recount of the parliamentary voting com- 
pleted, Iraq’s election commission upholds the original results, 
according to which Allawi’s mostly Sunni and secular coalition 
won a bare plurality in parliament. 

May 17—An appeals court rules that no winning candidates from 
the parliamentary elections will be disqualified due to former. 
connections with the Baath Party. 

June 1—The country’ highest court ratifies the results of the par- 
liamentary elections, allowing politicians to begin negotiations 
toward forming a new government. Such a process is likely to 
take months. í 

July 27—The political blocs in parliament delay indefinitely a leg- 
islative session at which a parliamentary speaker and a president 
of the republic were to have been selected. No new parliamen- 
tary session is scheduled, leaving government affairs almost: 5 
months after the elections still ın the hands of Maliki’ caretaker 
government, which agrees to officially designate itself as such. 


JAPAN 

May 28—The US and Japan reach an agreement aa a US 
Marine Corps base on Okinawa will move to a less populated 
part of the island, but not off the island entirely, as local resi- 
dents had wanted and as Prime Minister Yukio Hatoyama had 
said he would accomplish. 

June 2—Hatoyama, with his reputation for indecisiveness intensi- 
fied by the Okinawa negotiations, resigns, having served as . 
prime minister for only 8 months. In the past 4 years, 4 prime 
ministers have resigned, raising questions about the country’s 
ability effectively to address problems such as its long-moribund 
economy. 

June 4—The incumbent Denoi Party chooses as its new 
leader Finahce Minister Naoto Kan, ensuring that he will replace 
Hatoyama as prime minister. A week later, Kan warns the public 
that the nation will face a debt crisis like that afflicting Greece if 
it does not address its mammoth public debt. 

July 11—In elections for ¥ the seats in thè Upper House, the 
less powerful of Japans 2 parliamentary houses, the governing 


i 

















Democratic Party loses 10 seats, while the opposition Liberal 
Democratic Party picks up 13. The results seem to’signal voter 
dissatisfaction with the governing partys handling of the stag- 
nant economy. The Democratic Party gained power in August 
2009 after almost uninterrupted Liberal Democratic dominance 
since World War II. 


KOREA, SOUTH 


Apr. 16—The government announces its conclusion that the 
March 2010 sinking of a South Korean warship, as a result of 
which 46 sailors were killed, was caused by an “external explo- 
sion.” This is widely understood to mean that the ship was sunk 
by the North Korean military. The next day, the North denies 
involvement in the incident. Over a month later, Seoul presents 
evidence that it says proves that the vessel was sunk by a tor- 
pedo, presumably fired from a North Korean submarine. 


May 25—The South redesignates the North as its “archenemy.” 
Virtually all ties between the 2 sides are cut. Two days later, - 
North Korea cuts off its naval hotline with the South, while the 
South conducts a naval show of force. Observers say that rela- 
tions between the 2 sides have sunk to their lowest point since 
at least 1994. 


- June-26—The US announces an agreement with South Korea’s 


government extending to 2015 an arrangement whereby the US, 
in the event of conflict on the Korean peninsula, will control all 
military forces in the South. The arrangement had been set to 
expire in 2012. 


FROM THE ARCHIVES 







5 years ago 


Itis . . . difficult to predict how a nuclear 
North Korea may act within the region. 
Conceivably, the possession of nuclear 
weapons will make the paranoid regime 
in Pyongyang feel more secure, and thus 
willing to engage more openly with its 
_neighbors—and perhaps even agree to 
negotiate on other issues. However, it 
is also possible that . . . North Korea - 
might engage in reckless and aggressive 
behavior, creating further instability in 
the region. 











ANDREW SCOBELL AND 
MICHAEL R. CHAMBERS 

The Fallout of a Nuclear North Korea 
September 2005 l 


What Current History authors were saying . . . 









g \ 
Four Months in Review @ 271 


July 25—The South Korean and US militaries begin joint war 


games, their largest such endeavor in years, as a show of force in 
the wake of North Koreas alleged sinking of the southern naval 


. vessel. The exercises involve 8,000 troops, 20 ships, and more 


than 200 aircraft. Pyongyang threatens to respond with “power- 
ful nuclear deterrence.” 


Kosovo 
July-22—The International Court of Justice, the UN's highest 


court, rules that Kosovos 2008 declaration of independence 
from Serbia did not violate international law, though the court 
stops short of declaring legal the state of Kosovo itself. Observ- 
ers say the ruling is likely to lead more countries to officially 
recognize the Balkan entity, which is currently recognized by 69 
of the UN's 192 members. The ruling receives support from the 
US and condemnation from Serbia and Russia. 


KYRGYZSTAN 


Apr. 7—Amid street demonstrations that erupt across the coun- 


try in protest of official corruption and increased utility rates, 
President Kurmanbek Bakiyev flees the capital, Bishkek, and 
later flees the country. A total of 84 people are killed in the 
unrest, and hundreds are injured. Power is assumed by a pro- 
visional government headed by former foreign minister Roza 
Otunbayeva. The provisional government says it will govern for 
6 months. Bakiyev had come to power in the country’s 2005 
“Tulip Revolution.” 



















10 years ago 


China has been able to rely on the 
markets and, increasingly, the resources 

‘of its partners to create the kind of 
growth that might eventually pose a 
major concern to its economic part- 
ners—without greatly unnerving those 
partners in the interim. This does not 
imply that China’s economic partners 
are unconcerned about the implications 
of China’s growth in power. It does indi- 
cate that such concerns have not result- 
ed in efforts to constrain China’s-growth 
because the desire for absolute gains on 
the part of all (including China) has out- 
weighed the corrosive concerns created 
by relative gains. 

























MICHAEL D. SWAINE 
Does China Have a Grand Strategy? 
September 2000 
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May 19—Street violence breaks out in the southern city of Jalala- 
bad, as ethnic Kyrgyz attempt to take over a university build- 
ing controlled by ethnic Uzbeks. Two people are killed and 62 
wounded. 

June 10—Renewed ethnic violence in southern Kyrgyzstan leads 
to 46 deaths. After 4 days of violence, the confirmed death 
toll tops 100 and much of the city of Osh lies in ruins. Ethnic 
Uzbeks claim, with significant independent verification, that 
the country’s military and police have perpetrated a large’ num- 
ber of the killings. The reasons for the violence are somewhat 
obscure, as Uzbeks and Kyrgyz are ethnically quite similar; 
some experts say that tensions between the 2 groups are 
mostly economic, with Uzbeks, traditionally farmers, resented 
by Kyrgyz, traditionally nomads. By the time the violence 
tapers off in late June, some credible sources estimate that 
thousands have been killed. ` 


NEPAL 

May 28—Nepal avoids political collapse when the country’s 3° 
main parties agree to extend for 1 year the mandate of the 
Constituent Assembly. As part of a peace process that in 2006 
brought an end to a decade-long civil war, the Constituent 
Assembly is charged with drafting a new constitution. During 
the past month, former Maoist rebels had staged a 6-day strike 
and had sought to bring down the government. As part of the 
last-minute accommodation among the parties, Prime Minister 
Madhav Kumar Nepal stays in office for the time being but 
agrees to step aside in the future. On June 30 he follows through 
on that promise. 


NETHERLANDS 
June 9—In parliamentary elections, the incumbent Christian Dem- 
ocrats lose 1/2 their seats in parliament, prompting Prime Min- 
ister Jan Peter Balkenende to step down. Negotiations toward 
establishing a new government are expected to take months, 
but a new coalition is likely to include the Liberal Party and the 
Labor Party, the 1st- and 2nd-place finishers in the voting. 


NIGERIA 

May 5—Ailing President Umaru Yar'Adua dies. The presidency|i is 
assumed the next day by Goodluck Jonathan, the acting pregi- 
dent of the country since February. Yar'Adua’ protracted illness 
had left the country in a state of uncertainty for months. 


POLAND 

Apr. 10—President Lech Kaczynski, along with numerous mem- 
bers of Poland’ political and military elite, is killed when the 
plane on which they are traveling misses an airport runway in 
Smolensk, Russia. The delegation had been en route to a cer- 
emony commemorating the massacre during World War II of 
more than 20,000 Polish military officers in Russia. 

July 4—Bronislaw Komorowski, acting president of Poland since 
Kaczynski was killed, wins the presidency in his own right when 
he gains 53% of the vote in an election, compared to the 47% 
won by Jaroslaw Kaczynski, the twin brother of the deceased 
president. With Komorowski’ victory, both the presidency and 
prime ministership are controlled by Civic Platform, making 
it easier for that party to move forward with its project of eco- 
nomic liberalization. 


THAILAND 

Apr. 3—Antigovernment protesters, who have been camping on 
the streets of Bangkok for 3 weeks, gather in the city’s main 
shopping district.and say they will remain there until parliament 


is dissolved and a new election is called. The protesters, many of 
them from the country’s poor, agrarian north, believe the incum- 
bent government is illegitimate and favors the country’ elite.- 

Apr. 10—When government forces attempt to disperse the protest- 
ers, 21 people are killed and nearly 900 are injured. Govern- . 

- ment forces eventually fall back, and the protests continue. 

May 19—The military forcibly evicts the protesters from the com- 
mercial center of Bangkok, with a death toll of at least 15. Two 
months of protests are now at an end, but 85 people have died 
and property damage has totaled $1.25 billion. Divisions remain 
deep between the rural poor and more affluent urban residents. 


UGANDA 

July 11—More than 70 people watching World Cup soccer on 
television die in Kampala as a result of coordinated bombings 
carried out by the Shabab, an Islamist militant group based in 
Somalia. The killings are intended as retribution against Uganda 
for contributing peacekeepers to an African Union initiative to 
provide security in Somalia. 


UNITED KINGDOM 

May 6—The United Kingdom holds parliamentary elections pit- 
ting Prime Minister Gordon Brown’s Labor Party against the 
Conservative Party of David Cameron and the Liberal Demo- 
crats of Nick Clegg. After the votes are tallied, the Conservatives 
win 306 of 650 seats, short of a majority, forcing them to form 
a coalition with the Liberal Democrats. On May 11, Cameron 
becomes prime minister. Primary among the new government's 
goals is to address the country’ large budget deficit, which has 
swelled since the onset of the global financial crisis. 


June 22—Carnerons government announces budget cuts of 25%- 


for most government departments. It is Ì of the most drastic 
austerity measures announced so far by European countries 
struggling with high debt. 


UNITED STATES . 

Apr. 2—The Labor Department reports that the US economy 
added 162,000 jobs in March, a number later revised to 
230,000. The report reinforces economists’ assessment that 
the US has emerged from’recession and that the labor market 
should gradually strengthen. 

Apr. 6—The government releases a nuclear posture review which 
declares that the US will me use nuclear weapons in retaliation 
against any non-nuclear state, even if such a state attacks the US 
with biological weapons. ii exception is made, however, for 
Iran. 

Apr. 20—A deep-sea oil rig operate in the Gulf of Mexico by the 
British petroleum company BP explodes and eventually sinks, 
killing 11 workers and setting off an environmental disaster, as 
oil gushes uncontrolled into the ocean. 

June 4—The Labor Department reports that the economy gained - 
431,000 jobs in May, with the unemployment rate falling to 
9.7% from 9.9% the previous month, but reaction to the num- 
bers is tempered because the private sector created only 41,000 
of the new jobs. 

July 1—The Labor Department reports that the economy added 
only 83,000 jobs in the private sector in June, not enough to 
keep up with population growth. The headline unemployment 
rate fell to 9.5%, but only because many workers left the work 
force. The poor numbers prompt concerns that the nation’s 
recovery from recession has stalled. ` 

July 15—A cap is successfully placed over the ruined well in the 
Gulf of Mexico, stopping the flow of oil into the Gulf after 86 
days. The government later estimates that the spill released 
about 4.9 million barrels of oil into the-water. . B 
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Assisting reform and regional 
cooperation in the Asia-Pacific 


As development accelerates in many parts of Asia, tensions can arise between citizens’ growing 
expectations and government's capacity to deliver. The Asia Foundation’s work across North- 
east Asia includes: assisting local Chinese officials to realize new, landmark legislation to 
expand and safeguard Chinese citizens’ right to know; implementing water quality monitoring 
in Mongolia’s mining areas; and promoting global and regional security in Korea through our 
Center for US-Korea Policy. 


See asiafoundation.org to read our blog Jn Asia for current, on-the-ground insights from our 


experts in the field across Asia, as well as comprehensive analyses by today’s most distinguished 


Korea experts. 
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global governance and, at the same time, the seeming 
inadequacy of existing international institutions. The 
US-dominated institutional order, G. John Ikenberry 
suggests, “appears increasingly out of sync with a 
world of rising states and new global challenges.” 
Even so, the basically liberal, open, rule-based system 
that the West established after World War II may 
yet prove sufficiently adaptable for an era when 
economies are more integrated, power is more diffuse, 
and threats arise from worldwide interdependence. 
Current History’s November issue will assess global 
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“The Russian system today has only two ideas: national egotism and personal enrichment. But Russians 
are beginning to ask: Is our might a delusion? And who is going to make us rich, and how?” 


Medvedev’s Potemkin Modernization 


LILIA SHEVTSOVA 


ussia is experiencing a dramatic moment 
R in its history. The deadly wildfires and tox- 

: Ñ ic smog that spread across the country this 
summer underscored the government’ inability to 
protect lives and reinforced a sense that authori- 
ties unaccountable to the people have become an 
impediment to Russia’s survival. That the nation’s 
system of governance has exhausted itself is emi- 
nently clear today. 

Of course, Russia has endured crises before.-To- 
day's situation, however, is unique. First, the po- 
litical elite understands that the Russian.system is 
worn out, yet is unable to offer ways to reform it. 
Second, the nation’s leaders are attempting to pre- 
serve their hold on power by imitating what for 
them is an alien model: liberal democracy. Russia 
is trying to copy the West while remaining anti- 
Western in essence. 

All this has left Russian society stuck in his- 
torical time, not wanting a full return to the past 
but lacking the strength to pull itself toward the 
future. This “neither backward nor forward” con- 
dition could produce great political volatility in 
coming years. 


PROLONGING THE STATUS QUO 

Not so long ago, many thought that Vladimir 
Putin, the current prime minister and former pres- 
ident, had strengthened the state by building the 
so-called “vertical” of power that would help Rus- 
sia “rise from its knees.” Today it has become clear 
that this “vertical” cannot guarantee stability, let 
alone development. 

The recent global financial crisis sent state rev- 
enues and Russian stocks plummeting. In 2009, 


LILIA SHEVTSOVA is a senior associate at the Moscow Center 
of the Carnegie Endowment for International Peace. Her lat- 
est book is Lonely Power: Why Russia Has Failed to Become 
the West and the West Is Weary of Russia (Carnegie Endow- 
ment, 2010). . 
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the nation’s grass domestic product dropped by . 
7.9 percent; inflation reached 8.8 percent; and in- 
dustrial production fell by 24 percent. The Russian 
economic “miracle” exploded. By laying bare the 
rot in Putin’s concept of an “energy superpower” 
with an authoritarian regime, the crisis forced the 
elite to look for new means of survival. 

Thus Putin’s strategy of regulating closely from 
above, removing all hints of opposition from the 
political stage, and taking a confrontational line in 
foreign policy has given way to President Dmitri 
Medvedev’s talk of “modernization” and his softer 
approach to relations with the Russian public and 
the outside world. 

Medvedev has begun to sound almost like an 
opposition figure, invoking themes he raised in his 
November 2009 state of the union address. “Are 
we,” he asked then, “supposed to keep dragging 
into our future the primitive raw-materials econo- 
my, chronic corruption, and obsolete habit of de- 
pending on the state?” In the twenty-first century, 
the president declared, “our country once again 
needs all-around modernization. This will be the 
first modernization in our history based on demo- 
cratic values and institutions.” 

However, while lambasting the system, Medve- 
dev makes it a practice to warn against rushing 
into reforms: “We will not hurry,” he said last year. 
“The changes will be gradual. . . . Russian democ- 
racy will not mechanically copy foreign models.” 
Moreover, the president tries not to forget to re- 
peat that “any attempts under democratic slogans 
to destabilize the situation and the state, to splin- 
ter society, will be stopped.” 

Vladislav Surkov, the Kremlin’s main political 
spin doctor, makes perfectly clear how the gov- 
ernment plans to implement modernization, ex- 
plaining the projects essence this way: “The more 
money, knowledge, and technology we can receive . 
from the leading countries, the more sovereign 
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and strong our democracy will be.” Translation: 
Modernization is technological, not political; and 
Russia will take whatever Western aid it can get 
to maintain the system of personalized power that 
the Kremlin calls “sovereign democracy.” 

Russia’s ruling tandem never loses an opportu- 
nity to assert that the country has already taken 
shape as a democracy and committed itself to the 
same values that underpin the West. “I see no big 
differences when it comes to human rights and 
freedoms,” Medvedev insists. “Is there anything 
dividing us? Nothing, I hope.” If Putin and Med- 
vedev see no difference between Russia and the 
West in.terms of principles and values, then what 
talk can there possibly be of political reform? 

This outlook obviously raises a host of ques- 
tions. How can you hope to renew Russia while 
failing to alter its system of personalized power, 
a sixteenth-century governing model? How can 
you stimulate postindustrial development, which 
requires freedom and competition, by. borrowing 
technology or buying companies in the West? The 
absurdity in any case is that Medvedev is criticiz- 
ing a system built by his colleague, Putin, whom 
he has no intention of forcing out of power. 

Remember that Putin in 2001 and 2002, at the 
start of his presidential term, also issued reform- 
ist statements and even tried to implement partial 
reforms. Putin fought corruption. He enhanced 
the role of the courts. He promoted administrative 
reform and diversification of the economy. The re- 
sults were pathetic. Medvedev today is rerunning 
a failed experiment, mostly rhetorically. 

In fact, there is nothing new in Medvedev’s idea 
of modernization. It is a mere reiteration of the 
Russian tradition of using technological: innova- 
tions from the West to strengthen the old state. 
This was exactly what Peter the Great did, for the 
same reasons, in the eighteenth century; and what 
Joseph Stalin did in the twentieth. Russia would 
borrow what it needed to bridge the military and 
technological gap with the West while rejecting its 
political standards. But because Russia never truly 
fostered innovation, that gap would always begin 
to grow anew. Medvedev (no doubt with the con- 
sent of his senior partner) is extending this tradi- 
tion into the twenty-first century. 

The new modernization kick allows us to draw 
a number of conclusions about how the Russian 
regime is handling its mounting problems. The 
ruling tandem certainly understands that it can 
neither maintain control over society nor pursue 
economic reform within the old Putin paradigm of 


hands-on rule. Putin and Medvedev need to “hu- 
manize” the system, but only to a certain degree, 
so as not to undermine their monopoly on power. 

The two-headed regime allows the two men to 
follow mutually exclusive courses simultaneously: 
Putin appeals to the traditionalist part of the pub- 
lic, while the president, in the eyes of other observ- 
ers, works toward a political “thaw.” Medvedev, to 
deal with the effects of the economic crisis, has 
to rebuild bridges to the West that Putin burned. 
In essence, the two are reshaping the crumbling 
Putin consensus into a new one centered around 
“continuity and renewal”—which they see as a 
means for preserving the status quo. 

Rapprochement with the West is the regime’s 
main instrument for pursuing the modernization 
agenda. This change of course is natural. As Med- 
vedev has explained, if the Russian elite wants to 
import Western capital and technology, it must 
turn to the West with a “smiling face.” 


PERPETUAL PRETENSE 

The rhetoric of modernization so far has not 
changed the principles on which the Russian sys- 
tem is built. The Kremlin’s new tactics, instead of 
expanding freedoms for society, only try to co- 
opt civil society and the opposition and discredit 
any viable alternative to established power. At the 
same time, as the international monitoring group 
Freedom House noted in a recent report, a “cul- 
ture of impunity” has become embedded across 
the country: “Human rights activists and opposi- 
tion journalists are killed, and the perpetrators are 
typically neither found nor prosecuted. This sends 
a strong signal to potential activists to avoid politi- 
cal engagement.” l 

Surveys point to a growing gulf between the 
public and authorities. In an opinion poll con- 
ducted recently by the Moscow-based Levada 
Center, only 3 percent of respondents said they 
believe they can have any influence on political 
life in Russia. Seventy-one percent saw themselves 
as without protection from arbitrary action by au- 
thorities; 61 percent said that they cannot defend 
their rights; and 82 percent said state officials do 
not respect the law. Today, according to the survey, 
close to three-quarters of the population believes 
that Russia has become a less just society over the 
past five years, and 69 percent think there is less 
law and order now. 

There are no ‘signs that the state is weakening 
its control over the economy. The authorities, 
looking for cash, promise to start selling govern- 


ment assets, but they intend to preserve control 
over these assets. The state holds private investors 
hostage as it constantly changes the rules of the 
game. Meanwhile, the way in which Medvedev 
characterizes the roots of Russian corruption says 
a lot about his “liberalism.” Hé has contended that 
the bureaucracy’s corruption and its attempts to 
harass businesses have resulted from the fact that 
“the society became more free.” According to this 
logic, limiting freedom would be a way to fight 
corruption! 

Few people in Russia now see Medvedev’s lib- 
eral rhetoric as anything more than an attempt to 
keep the ruling system afloat. According to the 
business news daily Vedomosti, only 11 percent of 
Russians believe that his modernization campaign 
will succeed. Indeed, few think that the president 
has the power to make an impact even if he want- 
ed to: According to the Levada Center survey, only 
13 percent of respondents consider Medvedev to 
be Russia’s ruler. 

Medvedev himself has assed Sicily that 
he and Putin have no political differences. De- 
spite rhetorical differences 
and signs of possible spats 
between the two leaders’ 
teams, there is no evidence 
of a split within the tandem. 
So what are the grounds for 
believing that the president 
will reform the personalized 
power built by his predecessor, who remains in 
charge? 

For all the skepticism regarding Medvedev's 
modernization plan, the plan nonetheless enjoys 
the Wests support. Apparently some in the West 
who have decided to aid the Kremlin in its mod- 
ernization drive hope that technological and eco- 
nomic progress will lead Russia to democratiza- 
tion. But how can we expect economic innovation 
to become possible in a system that stifles compe- 
tition and knows no rule of law? And why place 
such hope in economic reform, which the Russian 
elite has been attempting to carry out since 1991, 
and which has not stopped Russia from turning 
authoritarian, or dissuaded it from béing hostile 
toward the West? 

Russia, some suggest, needs “gradual reform.” 
The so-called gradualists argue that specific areas 
of the Russian system should be reformed first, 
creating “oases” in which new principles can be 
tried out, thus allowing reform to be extended to 
the system as a whole. But Russia’s postcommunist 





One should not be lulled by the 
fact that for now things in Russia 
remain quiet. It is a deceptive quiet. 
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evolution shows that attempts at gradual or local 
implementation of new principles ultimately pro- 
duce only imitations and never the real thing. . 


THE OMNIVOROUS CHAMELEON 

The ruling tandem’s search for a survival strategy 
has given rise to several paradoxes. Medvedev’s im- 
age as a modernizer in some sense loosens Putin's 
hierarchy and begins to weaken his hold on power. 
But keeping Putin on as national leader prevents 
Medvedev from becoming a serious figure, and his 
empty calls for modernization discredit the idea of 
change. These paradoxes are evidence of the dead 
end at which the regime finds itself. 

Being everything at once and nothing in par- 
ticular, cynically adapting rhetoric and adopt- 
ing new slogans, superficially imitating models, 
and following mutually exclusive courses .of ac- 
tion—all this helps the Russian political class 
maintain continuity by appealing to all public 
forces. But systemic—indeed civilizational—un- 
certainty makes it impossible for the nation to 
formulate a clear strategy. 

How serious are the ob- 
stacles that prevent Rus- 
sia from moving out of this 
gray zone of uncertainty and 
imitation, toward truly lib- 
eral rules and standards? In 
the early twentieth century, 
transformation was hindered 
by Russia’s cultural and historical baggage, by its 
economic backwardness, and by its archaic soci- 
ety. Today, the causes of failure in Russia's liberal- 
democratic project lie on a different plane. 

The first cause is the very nature of the post- 
Soviet Russian elite, which cannot survive in con- 
ditions of political competition. The second re- 
sides in the Soviet Union's nuclear and great power 
legacies, including Russias permanent member- 
ship in the United Nations Security Council and 
the nation’s ambition to be one of the pillars of the 
global security system. 

Indeed, international status is the main condi- 
tion for perpetuating both a superpower identity 
and the tradition of personalized power. The com- 
bination of great power status and personalized 
power, each of which reinforces the other, is the 
basis of the system.that the elite is trying to repro- 
duce under the banner of modernization. 

Russia's civilizational blurriness is manifested in 
the simultaneous existence of democratic slogans 
and authoritarian instruments; liberal, conserva- 
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tive, and leftist rhetoric; reactionary populism and 
liberal technocracy; and cooperation with West- 
ern states and hostility toward them. The regime 
is trying to find support in the most varied strata 
of society, ranging from liberal Westernizers to ex- 
treme nationalists. The state alternately shows pa- 
ternalism toward and alienation from the public; 
overwhelming force and total impotence. 

The ruling team and the groups serving it in- 
clude former members of the security services 
(siloviki), statists, Westernizers, proponents of 
dictatorship, and supporters of liberalization. The 
existential model for the Russian system is an om- 
nivorous chameleon. It is not surprising, then, that 
the contemporary Russian project has no ideologi- 
cal framework; by the time you have defined it, it 
has mutated into something else. It is telling that 
the Russian political class cannot clearly articulate 
what it has created and what its goals are. 

How will the prospects for Russia’s transforma- 
tion be affected by this official pretense and civi- 
lizational uncertainty? One might think that re- 
forming an imitative system would be easier than 
transforming a strict authoritarian system. Ukraine 
and Serbia, where hybrid regimes eased transfor- 
mation toward political pluralism, are evidence of 
such a possibility. But it may be that reforming the 
imitative system in Russia will prove much harder. 
Liberal principles and ideas were deformed here, 
losing their original meaning and turning into 
their opposites. As a result, the transformation of 
this system, a cocktail of mutually exclusive ingre- 
dients, is a daunting and uncertain task. 


THE DILEMMA OF CAPTIVE MINDS 

The Polish sociologist Piotr Sztompka coined 
the expression “dilemma of the captive mind” 
in trying to explain the personality syndrome of 
“homo sovieticus.” It boils down to a desperate 
clinging to old stereotypes in mentality and behav- 
ior and an inability to comprehend a new reality. 
This dilemma can also help describe the approach 
of many observers who try to justify the cur- 
rent Russian system. The following three lines of 
thought have influenced analysts and politicians 
who deal with Russia. 

‘First, “Russia is not ready for democracy.” To be 
sure, many in the country still maintain undemo- 
cratic values. Yet significant numbers of Russians 
are capable of moving -toward a freer and more 
competitive society. Second, “Democracy will 
come to Russia after capitalism, which is the deter- 
mining factor.” In fact, Russia provides the world’s 


best evidence that this notion is wrong. In Russia, 
economic growth and capitalist development havé 
gone hand in hand with an antidemocratic drift. 
And third, “Russia is a unique country.” This is a 
truism; the real question is how this “uniqueness” 
is manifested. In the inevitability of the country’s 
authoritarian thought? Then why have the Ukrai- 
nians, who are culturally quite close to the Rus- 
sians, behaved differently? 

Let me single out several structural and psy- 
chological traps that Russia encounters on the 
path to democracy. One problem is that success 
can be detrimental. Russia survived the global fi- 
nancial crisis and has started to post some posi- 
tive economic indicators. This creates hope that 
the Putin-constructed system is sustainable; such 
hope hinders the system’s transformation. 

The instability of stability is another such para- 
dox. Russia’s leaders view the current lack of mas- 
sive social discontent as evidence that they can 
control the situation indefinitely. But the lack of 
legitimate channels of self-expression could in 
time trigger destructive and destabilizing protest. 

A digging-one’s-own-grave syndrome is at work 
today as well. The ruling team’s fear of leaving the 
Kremlin has created a dynamic such that the lon- 
ger the team stays in power, the more inevitable be- 
comes its own forced removal from power. If this 
becomes the only exit option, it will be painful. 

Then there is the problem that can be called 
how to lose your reputation. The success of a trans- 
formation depends on the emergence within the 
system of pragmatic forces ready for change and 
intellectuals ready to work on an alternative. Yet 
the involvement of liberals, intellectuals, and 
pragmatists in the orbit of the corrupted regime 
undermines their integrity. This makes dissent 
more aggressive and broad consensus in favor of 
change less feasible. 

This is not an exhaustive list, and new Catch- 
22s are constantly arising. Most stem from the 
fundamental Russian political paradox: the law of 
failure. When a liberal opposition is not ready to 
take power, society may have to pursue a false av- 
enue before recognizing that it leads to a dead end. 
Only after hitting the wall does the public start 
looking for another way out of its predicament. 
Failure could be the only way to understand the 
need for the system's radical restructuring. 

This is Russia’s conundrum today. On one hand, 
the nation’s elite wants dialogue with the West so 
it can gain access to technical and material ca- 
pabilities. On the other hand, it wants to protect 


Russian society from the “corrupting influence” of 
Western values. It cannot permit even limited lib- 
eralization because that would threaten the elite’s 
property and its‘monopoly on power. 

It is quite possible that Putin’s ruling team will 
retain control over the country and secure the 
continuation of its power beyond 2012, when the 
next presidential election is scheduled. (Putin has 
said he is: considering a run for the office that he 
held from 2000 to 2008.) Such an outcome would 
mean that Russia would stagnate for an indeter- 
minate length of time. If oil prices remain high, 
society continues to be passive, business interests 
willingly serve the regime, the opposition stays 
fragmented, and the West supports the Kremlin, 
then the most probable scenario for Russia’s future 
would be continued inertia and atrophy. . 

But we cannot exclude the possibility of an- 

other scenario: a new systemic collapse. With the 
highly centralized system recreated by Putin, dys- 
function in one area might set off a chain reaction, 
which could lead to a repeat of the Soviet collapse 
of 1991. All that such a chain reaction requires is 
an economic crisis more 
serious than the one. that 
befell Russia in 2008. 
’ Even without an eco-’ 
nomic crisis, the failure of 
individual elements in the 
political system—for ex- 
ample, a disruption in the 
connection between the center and the regions— 
could send dominoes falling. Collapse of the sys- 
tem could also result from a series of technological 
catastrophes within Russia’s Soviet-era industrial 
infrastructure. ` 


Opinion polls demonstrate that the mood of ° 


the Russian population is changing. A July 2010 
Levada Center survey found that 43 percent of the 
population are not expecting. “anything positive” 
from Putin, and only 23 percent support him be- 
cause he is “dealing successfully with the country’s 
problems.” Sixty-seven percent agreed that Russia 
“needs a political opposition.” And nearly 30 per- 
cent of respondents said they are prepared to take 
to the streets if necessary to protest government 
policies. 


DRIFT AND DEMORALIZATION 

Russian society and the political system are now 
drifting in opposite directions. The last time that 
happened, the Soviet Union fell apart. The system 
is saved by just one thing—the lack of a credible 





The attempt to modernize the country 
without changing the rules of the game 
may be the last Russian illusion. 





Medvedev’s Potemkin Modernization ¢ 279 


opposition. But the fact that social anger and frus- 
tration are growing faster than the political pro- 
cess can channel them increases daily the danger 
of public degradation and demoralization. 

The time is approaching. when the Russian re- 
gime will not be able to provide the standard of 
living and the consumption lifestyle that the most 
dynamic strata of Russian society have come to 
expect over the past two decades. The social basis 
of the system, which has kept the country stable 
throughout the Putin-Medvedev period, a be 
undermined at any moment. 

One paradox here—among the many—is. that 
the forces that once helped to strengthen the sys- 
tem have now begun to undermine it. Take cor- 
ruption, for example. Until quite recently, it was 
one of the pillars of the Russian state. Today it has 
become a dreadful source of weakness. Corrupt 
police and public officials provide little support 
for the ruling team. The corrupt state apparatus 
disobeys orders from the center with impunity.’ 

The regime understands the threat posed by 
corruption, but taking decisive measures against 

it would mean rejecting 
principles on which the 
system is built. It would 
mean guaranteeing an in- 
dependent press, judiciary, 
.and parliament, thereby 
ending the regime’s mo- 
nopoly on power. In fact, 
the ruling team is moving in the opposite direc- 
tion. Under Medvedev’ presidency, political oppo- 
nents are routinely harassed, and rallies in defense 
of constitutional protections are dispersed and the 
participants brutally beaten and arrested. 

Or consider another factor: elections, whose 
management the Kremlin has mastered. Until re- 
cently, manipulating elections and falsifying their 
results helped preserve continuity of power. But 
making a pretense of holding elections only works 
when the public agrees to play “Let’s pretend.” The 
time may come when the public says, “We don’t 
want to play that game anymore!” That is what 
citizens did in Serbia and Ukraine. 

To win support in the parliamentary and presi- 





` dential elections of 2011 and 2012, the ruling elite 


will have to practice fraud on an even greater scale 
than before. Eventually, a regime based on rigged 
elections will lose any pretense of legitimacy. The 
only way it will be able to hold on to power is . 
through repression. Yet the state is not ready for 
massive repression. Corrupted law enforcement 
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organs would hardly be an effective instrument for 
supporting the regime. Besides, the petrostate and 
the rentier class that survive through cooperation 
with the West understand the consequences of raw 
repression for their friendly relationships abroad. 
This, of course, does not mean that they will not 
try to turn to violence if they discover they are los- 
ing power. f 

' No matter how hard the political class tries to 
keep Russia drifting through the zone of uncer- 
tainty, sooner or later it will have to acknowledge 
that the current pseudo-project has exhausted 
itself. A state that satisfies narrow vested inter- 
ests while pretending that it is satisfying national 
ones—and that has no means to shut the society 
off from the outside world—is doomed, and its 
superficial imitation of liberal models in order to 
survive only brings closer its inevitable collapse. 


ESCAPING THE TRAP 
What does Russia need to do to break out of its 
vicious cycle and take on a European identity? It 
must reform its state matrix. This presumes three 
achievements: a transition to the principle of com- 
petition in economics and politics; a rejection of 
the principle of merging power and property; and 
a systematic commitment.to the rule of law. 
Achieving these reforms, in turn, requires a re- 
view of the Putin-Medvedev foreign policy doc- 
trine that justifies simultaneous cooperation with 
and containment of the West. A liberalizing soci- 
ety cannot consolidate freedoms and the rule of 
law while attempting to contain the democratic 
West. This does not mean that the interests of lib- 
eral Russia will always coincide with the interests 
of particular Western democracies. It means -only 
that their interests should not be antagonistic. 
Today the Kremlin’s “modernization” mantra 
proves that the ruling elite is not ready.to start 
dehermetization. This leads to an unpleasant con- 
clusion: that a crisis—whether social, economic, 
or political—is needed to persuade members of 
the elite that the system is threatening their own 
survival. Regrettably, no examples exist in Russian 
history of preventive reform before’a crisis hits. 
Meanwhile, the logic of history moves on. In 
its day, the Soviet Union based its existence on a 
global missionary project. That project was bound 
for nowhere, but at least it conferred an idea and 
passion. The Russian system today has only two 
ideas: national egotism and personal enrichment. 


But Russians are beginning to-ask: Is our might a 
delusion? And who is going to make us rich, and 
how? The authorities do not have the answers. 

About a third of Russians could now be consid- 
ered among the modernist part of.society—people 
who are psychologically prepared to live and work 
in a liberal system. The modernist part, together 
with the passive strata that could join it, make 
up perhaps two-thirds of the population. In the 
Levada survey, 53 percent of respondents said it 
is “most important” to respect civil, political, reli- 
gious, and other rights, while only 27 percent said 
that the highest priority should be “subordination 
of the minority to the majority.”.Only 23 percent 
of respondents said Russia does not need a democ- 
racy. 
At the moment most Russians are atomized and 
just hoping to get by on their own. It is not clear 
who or what could awake them, or what will hap- 
pen when they do awake. But an enormous part of 
the Russian public is ready to accept new ways of 
doing things. 

The attempt to modernize the country without 
changing the rules of the game may be the last 
Russian illusion. It is in any case an illusion that 
few in Russia seem inclined to believe in. The lead- 
ers are confused, and we can see that they do not 
know where they are leading the country. The elite 
is trying to guess what is ahead, while safely squir- 
reling away families and finances in the West— 
just in case. The political regime cannot halt the 
growing dissatisfaction in its own ranks. 

One should not be lulled by the fact that for 
now things in Russia remain quiet. It is a deceptive 
quiet. A significant part of the public and a not- 
insignificant part of the elite have concluded that 


they are living in a temporary shelter that needs to 


be rebuilt, and this in itself is a condemnation of 
the current system of government. The elite can 
keep “engaging” with Western colleagues, and the 
society may lookas though it continues to sleep 
(or pretends to sleep). But deep down, the society 
is stirring. 

The rampant, fatal wildfires of 2010, by high- 
lighting the authorities’ helplessness, offered still 
more evidence that one-man rule has become a 
threat to Russia’s very survival. A moment of truth 


‘inevitably approaches. Unfortunately, it will have 


to wait until Moscow and the Wést overcome the 
illusion that Russia can modernize without chang- 
ing its old genetic code. | E 





The fanslormaton of US-Russia Relations 


SAMUEL CHARAP 


i; à n August 8, 2010, the US and Russian air 
O forces embarked .on a.rémarkable exer- 
: cise. The assignment, dubbed Vigilant 
_ Eagle, involved: tracking a Gulfstream jet that had 
sent out a‘mock distress signal shortly after taking 
off from a runway in Alaska: The plane flew in the 
direction of the Bering Strait with the intent of 


testing the two‘coutitries’ readiness to respond to ` 


a hijacking by an international terrorist. 

F-22s from the North American Aerospace 
Defense Command, the joint US-Canadian group 
_ that was créated explicitly to.protect the skies 

_ over ‘North America from a Soviet attack, were 
scrambled and within 10 minutes were escorting 


cipals-in the administration of George W. Bush 
ultimately rejected a direct military response, all 
working-level ties between Pentagon officials and- 
their Russian colleagues were ordered cut after 
the war. In addition, the United States pushed for, 
and achieved, a suspension of the NATO-Ruésia 
Council, one of the primary. forums for bilateral 
interaction on security issues. 

An outside observer might.assume that Vigilant 
Eagle, along with a wide array of other measures 
in bilateral security cooperation. that the Barack 
Obama administration has implemented since 


` it took office, is a sign that the Georgia war has 


_ the Gulfstream over the Pacific. When the F-22s . 


fell back to refuel, US ground controllers gave a 
signal to their Russian counterparts and a MiG- 
31 and two Su-27s took up positions to trace the 
plane as it headed toward its destination. in the 
Russian Far East. 

For the two militaries this was‘a major step fòr- 
ward in building capacity to jointly address shared 
threats, and to work off persistent cold war hang- 


overs on both: sides. But the exercise was all the 


more striking in light of recent history. Two years 
to the day before the F-22s took off from ‘Alaska, 
` a war broke out between:Russia and Georgia that 
‘almost shattered the. relationship and could have 
led to US-Russia ‘military confrontation. ` 

_ That summer in the’ White House, frantic offi- 
cials undertook discussions about possible Us retal- 
iation against the Russian: forces that had invaded 
Georgian territory. The’ options discussed included 


been forgotten, and that its long-term effects are 


-insignificant. But in’ fact, the events of August 


2008 have had a major and lasting impact on the 
bilateral relationship. Moscow’s recognition of the 
independence of South Ossetia and Abkhazia (the 
other breakaway Georgian .region) and Russia’s 
continuing ‘and deepening military presence in 
the two territories represent the most significant 


. problem i in the bilateral eao E today. 


RISING TEMPERATURES 

- The indirect impact of the Russia-Georgia con- 
flict has been even more profound. The August - 
2008 war, largely because it took place in: the 
midst of a tough presidential election campaign in 
the United States, made.the relationship. between 


' Washington and Moscow an important issue in 


surgical strikes on a tunnel connecting Russia with ~ 


the breakaway Georgian region of South Ossetia, 
which at the time would have been full of Russian 
` soldiers and military hardware. Although the prin- 
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American politics for the first time since the end 
of the cold war. Russia became part of the national 
political conversation at a time when. politics:in 
the United States was beginning its final, rapid 
descent into the pitched partisan warfare that it 
has become. St 

In a different way, and for different reasons, in 
Russia as well the war marked a parallel politici- 
zation -of:the bilateral relationship. For Russian 
President Dmitri Medvedev, lifting the ‘rélation- 
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ship from its post-August 2008 ‘depths is one of 
. the few concrete achievements he can show for 
his time in office, at a time when the process for 
deciding his, political future is intensifying: In 
short, the relationship’s political temperature has 
risen in both capitals, and this inevitably will have 
an impact on the relationship itself. 

Still,-as of this writing, the state of US-Russia 
relations is better than it has been’at any point 
in the past decade. The quantity and quality of 
interactions between the two governments had 
degraded to post—cold war lows even before the 
` first shots were fired in August 2008. Even discus- 
sions of shared threats had become nearly impos- 
sible due to deep suspicion and distrust. The war 
laid bare the flimsiness of bilateral ties: Moscow 
felt it'had nothing to lose when it ordered troops 
into Georgia. 


When President Obama wok office in January 


2009, tensions remained nearly as high as they 
had been the previous summer. The day after he 
was elected, his Russian counterpart announced 
the deployment of Iskander 
missiles in the. Kaliningrad 
exclave, Early on Obama and 
his team decided that it was 
unacceptable to allow the 
highly tense atmosphere that 
resulted from the -Georgia 
war to persist, and that 
returning to the prewar sta- 
tus quo ante was not in the US national interest. 
They recognized that it would be impossible to 
address core threats to American national security 


(ranging from the proliferation of nuclear materi- 


_ als to climate change) or to realize key foreign 
policy priorities (such as stabilizing Afghanistan) 
without a constructive and substantive US-Russia 
relationship. 

So they EE to adopt a new approach, 
described by Vice President Joe Biden in February 
2009 with a metaphor that has stood the test of 


time: pressing the “reset” button on the bilat- ° 


eral relationship. The administrations idea was 
to engage with Russia on shared threats and on 
` issues where interests converged, while also push- 
ing back against Kremlin actions that contradicted 
US interests—but in a way that did not completely 
undermine the relationship. Officials. argued that 
only in extreme circumstances should disagree- 
ments prevent cooperation on issues of mutual 
interest, but that such cooperation would not 
come at the expense of other US interests, whether 





Embracing closer relations with 
the West is no way to boost 
your popularity in Russia. — 





they be maintaining ties with allies or Somonni 


fundamental values. 


The resulting tactical changes in US diplomas 
have included altering the tone that surrounds the 
handling of disputes; treating Russia as a potential 
partner in addressing shared challenges, instead of 
approaching Moscow with demands; and empha- 
sizing transparency when it comes to US goals and 
plans. In retrospect, these changes seem modest in 
comparison with the dramatic results. 


GETTING IT STARTED 

While certainly not revolutionary, the policy 
shift represented a clear risk for the United States. 
There had beeri no leadership change in Moscow 
and-thus there was little reason to believe that 
Russia would respond to Obama’s overture. Yet 
it did—and thus. far the reset’s dividends for. US 
national security, across a wide range of ‘policy 
priorities, have been significant. The biggest head- 
lines have come from progress on nonprolifera- 
tion and nuclear arms control... 

In April 2010, the two sides 
signed New START, a succes- 
sor to the original Strategic 
Arms Reduction Treaty. New 
START will limit the number 
of deployed strategic nucle- 
ar warheads on each side to 
1,500—roughly a 30 percent 

drop from the 2,200 currently 
allowed. The Aieri numbers:of nuclear launch- , 
ers—land-based missiles, submarine-based mis- 
siles, and bombers—that either the United States or 
Russia can maintain will bè reduced from 1,600 to 
800. No more than 700 of these launching systemis 
will be deployed by either country at a given time. 
The treaty also modernizes the verification frame- 
work of the original START accord, ` 

Regarding nonproliferation, Iran has been the — 
central concern for the US administration, and by 
historical standards Russia has played a construc- 
tive role over the past year and a half. In October 
2009 Moscow proposed that Iran send most of 
its low-enriched uranium to Russia for further 
enrichment and then to France, to produce fuel 
for the Tehran Research Reactor (TRR). 

The TRR proposal, which the Iraniari regime 
initially accepted, offered both a way to end the 
impasse over the country’s nuclear program and, 
after Tehran subsequently rejected it, a means of 
legitimizing the decision to pursue what became 
known as the “pressure track.” Here too, after 


months of negotiations, Russia. in June 2010 
` signed on to United Nations Security Council 
Resolution 1929, which ‘slapped a new, signifi- 
cantly strengthened round of sanctions on Iran. 
_ Although the sanctions did not explicitly require 
it to do so, Moscow then scrapped. the planned 
sale of advanced S-300 antiaircraft missiles to Iran. 

Nonproliferation measures on which Russia 
has cooperated also include a May 2009 Security 
Council resolution that strengthened sanctions 
_ on North Korea and allowed for maritime inter- 
diction of cargo ships suspected of containing 
banned materials; and a protocol signed at the 
Nuclear Security Summit held in: Washington 
- in April this year that commits both the United 
States and Russia to dispose of .weapons-grade 
plutonium equivalent to approximately 17,000 
nuclear weapons. 

Russia, meanwhile, has been central to facilitat- 
ing the unprecedented logistics involved in sup- 
porting NATO's International Security Assistance 
‘Force in Afghanistan. A rail route—from the port 


of Riga, Latvia, through Russia and Kazakhstan,- 


to the Uzbekistan-Afghanistan border at Termez— 
became operational in April 2009. The -route, 
. which carries supplies to Afghanistan in nine 
` days, offers a number of advantages over alterna- 


tive supply lines across Pakistan, where convoys 


must travel through enemy territory to reach their 
destination. As of June this year, approximately 
one-quarter of the nonlethal supplies heading to 
Afghanistan were moving through Russia by rail. 

Following an agreement signed by Medvedev 
and Obama in July 2009, Russia also opened up 
an air corridor across its territory to carry troops 
and lethal supplies. As of the spring of this year, 
an average of two flights per day were being con- 
ducted under the agreement, and’ by June over 
35,000 US personnel had flown over Russia on 
their way to Afghanistan. 

Russia has facilitated US and NATO efforts regard- 
ing other aspects of the operation in Afghanistan 


as well, for example by backing in January 2010: 


a US-sponsored proposal in the Security Council 
to lift sanctions against five former Taliban offi- 


cials who now support the government of Hamid ` 


Karzai. The move was a significant shift, after 
years of Moscow’ opposition to delisting: the 
men. Russia has.shared intelligence on the hawala 
system of-informal exchange, which the Taliban 
use to launder drug money and fund their opera- 
tions. Moscow has supplied more than 80 Mi-17 
helicopters to the Afghan armed forces on a com- 
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` mercial basis, and recently indicated that it would 


donate over a dozen more. And Russian firms 
supply almost one-third of the fuel used las the US 
military in Aghanistai; 


“MODERNIZE,” PARTNER 

In the past year, moreover, US-Russia relations 
have expanded beyond traditional security-based 
cooperation. Both sides have-made an effort to 
boost their traditionally anemic. economic ties 
(Russia, the world’s 8th-largest economy,’ ranked 
number 25 among America’s trading partners last 
year) and, despite the global downturn, have had 
some success. Several business deals have made 
headlines, including a Russian firm’s purchase of 
up to 65 planes from Boeing and PepsiCo’s deci- 
sion to invest $1 billion in Russia. At a June, 2010 
meeting in Washington, Obama and Medvedev 
also announced several new government-supported 
efforts, such as am initiative on cooperation in 
energy efficiency and the resubmission to the US 


_ Congress of a bilateral civil nuclear energy deal. 


The Obama -administration has embraced. 
Medvedev'’s drive to boost innovation in Russia 
by, for example, facilitating delegations of venture 
capitalists and information technology executives ` 
and launching cooperation.on e-government and 
transparency. Medvedev in turn has made the 
improved bilateral relationship part and parcel 
of his modernization drive. He began his June 
2010 trip to the United States on the West Coast; 
with a visit to Silicon Valley to meet with leading 
entrepreneurs such as Google CEO Eric Schmidt. 
More recently he has said that a “modernization 
partnership” with the United States is a top for- 
eign policy priority. 

Medvedev and Obama, during their Moscow 
summit in July 2009; created the US-Russia 
Bilateral Presidential Commission. The intent was 
to regularize interaction between the two govern- 
ments across a wide range of issues, creating an- 
institutional framework for the relationship. The 
commission consists of 16 working groups, which 
cover issues from. space to emergency situations, 
and brings together representatives of over 60 US 
and Russian government agencies. More than 100 
meetings and exchanges have taken place under 
the commission’s auspices, ranging from the first- 
ever US-Russia youth basketball.exchange—which 
saw Russian youngsters shooting hoops with | 
the president of the United States at the White - 
House—to .now-regular meetings between the 
countries’ top counternarcotics officials. . 
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The Obama administration has also “sought 


what it calls “dual-track engagement,” in addition 
to. traditional democracy assistance. programs. 
Officials have applied the “dual-track” label: to 
activities of the'sort that also occurred under 
previous administrations—such as Secretary 
of State Hillary Clinton’s meeting with Russian 
human rights activists and opposition politicians 
in October 2009—as well as to a new program 
facilitating “peer-to-peer” 
civil societies in the bye countries. 


SOURCES OF TENSION - 


t 


-Although the bilateral relationship ae is 
vastly ‘improved . compared to its. post-August 
2008 doldrums, major. differences remain. Three 
problems have been particularly acute over the 
past year. First, the two countries take conflicting 
approaches to major international security issues; 
ranging from the future of the Euro-Atlantic secu- 
rity architecture to missile defense. 

Regarding the former, Moscow continues to 
push an agenda—embodied in Medvedev’ pro- 
posal for a new European security treaty and his 
governments plans for reform of the Organization 


' for Security and: Cooperation in’ Europe—meant 


both to boost its voice-in decision making and to 
diminish the authority of the institutions it-holds 
in disfavor and the salience of those riorms it finds 
objectionable. This agenda is often diametrically 
opposed: to Washington's. 

The second problem has to do with the “values 
gap”—the contrast between the ideals that define 
politics in the United States and Russia’s controls 
on participation in public life and. continued 
limitations on personal freedom.. While the. gap 
has been reduced as an irritant because of the 
Obama administration’s change in tone, it has not 
disappeared. Indeed, some would point to recent 
violent breakups of peaceful demonstrations and 
arrests of human rights activists and argue that the 
gap has widened, though there is more political 
contestation in Russia now-thari there has been in 
several years. US officials, meanwhile, continue to 
make statements about human rights violations in 
Russia; and US financial assistance to local non- 
governmental organizations and the new peer-to- 
péer NGO engagement doubtless irk the Kremlin. 

Traditionally, a third major obstacle to a.closer 
relationship has been the conflict between Russia’s 
insistence that the former Soviet region constitutes 

ts “sphere of privileged interests,” as President 
Meede? has described it, and Washington’s 


-cooperation between 


’ 


equally adamant stance that the countries of the 
region should be free to make their own foreign 


policy choices.. However, with the exception of 


Georgia, US-Russia competition in the.region has 
diminished significantly. 

Changes in international energy markets have 
largely ended the so-called pipeline war in Central 
Asia, which saw Russia and the West pushing 
competing plans to get hydrocarbons from the 
Caspian to Europe. With a democratically elected 
president in Kiev. who actively seeks closer ‘ties 
with Moscow, Ukraine has largely ceased to be a 
locus of geopolitical tug-of-war. On other issues 
in-the former: Soviet region, such as Armenia- 
Turkey reconciliation or the process of conflict 
resolution in Nagorno-Karabakh, Moscow has 
actually played a constructive role. Similarly, in 
the aftermath of the ouster of Kyrgyz president 
Kurmanbek Bakiyev, the United States and Russia 
worked together—first, to ensure his safe escape 
into exile, and then to coordinate a response to 
the humanitarian crisis in Kyrgyzstan. 

Even: so, two years: later, it is clear that the 
issues stirred up by the Russia-Georgia war will 
themselves constitute a roadblock for US-Russia 
relations for years to come. The United States 
considers Russia to be in violation of the cease- 
fire agreement that ended the’ war, which, at least 
in- the Western reading, calls for all forces to 
return to prewar positions and levels, and for the 
European Union Monitoring Mission (EUMM) to 
have access to.the region to verify compliance. 

- Instead, Moscow is bolstering its military pres- 
ence in South Ossetia and Abkhazia, after having 
signed basing and border protection agreements 
with the de facto governments in Tskhinvali and 
Sukhumi. Russia claims that the cease-fire was 
signed. before the emergence of what it (along 
with Venezuela, Nicaragua, and Nauru) consid- 
ers two new independent states and therefore no 
longer applies.. Moscow is not willing to allow 
the EUMM -access to. South Ossetia, nor has it 
pushed Tskhinvali to participate in early-warn- 
ing conflict prevention mechanisms. As a result, 
an already tense situation-on the ground.is only 


` made more volatile. 


Russia continues. to pressure ‘states sack as 
Belarus to recognize the two breakaway Georgian 
provinces and; together with representatives of 
the two regions, has monopolized Geneva-based 
multiparty conflict’ talks with a demand for a 
non-use-of-force agreement that appears to be a 
backdoor route to discussion of the regions’ sta- 


tus. Meanwhile, Russia continues to meddle in 
Georgias domestic politics, to treat its democrati- 
cally elected government as if it were the leader- 
ship of a rogue state, and regularly to question the 
propriety of any US-Georgia bilateral engagement, 
particularly in the defense sphere. 

For US-Russia relations, these issues are in 
themselves bad enough. The very real possibil- 
ity of a second conflict and the utter absence of 
- positive momentum suggest that they will remain 
a problem for years to.come. In short, the 2008 
war in Georgia planted a ticking time bomb under 
the bilateral relationship, notwithstanding the 
dramatic: improvement in ties under Presidents 
Obama and Medvedev. 


ASSAILING OBAMA 

The wars indirect impact on the bilateral rela- 
tionship is likely to be equally if not more damag- 
ing.in the long term. For much of the post—cold 
war era, debates within the United States about 
relations with Moscow were largely confined 
within the Washington 
Beltway. The US-Russia 
relationship, like the vast 
majority of foreign policy 
issues, simply did not cap- 
ture’ the public imagina- 
tion in the way that the 
economy did—or, for that 
matter, the US relationship 
with the Soviet Union. Russia episodically came 
up in electoral politics, but more as an after- 
thought than a central theme. 

Even within the Beltway, pundits’ and experts’ 
opinions regarding strategy toward Russia might 
have varied,.but the dividing lines rarely corre- 
sponded with partisan splits or broader debates 
about the direction of US foreign policy. In late 2002, 
a.task force report (prepared by Sarah Mendelson 
for the Century and Stanley Foundations) on the 
domestic politics of America’s Russia policy con- 
cluded that “Aside from a few issues, there has 
been relatively little policy debate among even 
those expérts who follow events in Russia on a 
full-time basis. To a great extent the US government 
has had an extremely free hand in setting the basic 
contours and details of policy toward Russia... . 
Regardless of the policy, whatever the issue, from 
promoting democracy to stopping nuclear pro- 
liferation, the American public rarely has been 
engaged.” For almost six more years, this analysis 
would hold true. 


Early on Obama and his team decided 
that it was unacceptable to allow the 
highly tense atmosphere that resulted 
from the Georgia war to persist. 
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But the events of August 2008 changed all that. 
When war broke out, then-candidate Obama had 
already experienced a rough primary battle that 
featured a television ad questioning his readiness 
as commander in chief to handle a late-night cri- 
sis. The future presidents team was acutely sen- 
sitive to allegations of inexperience and naiveté 
in foreign policy, especially given the statesman 
stature that his opponent, Senator John McCain, 
had gained because of a decorated military career 
and his years in the Senate. 

On Russia, Obama emphasized cooperation in 
securing loose nuclear materials. This contrasted 
with McCain’s approach, which, following his 
2007 call to remove Russia from the Group of 
Eight, bordered on a neo-containment strategy. 
And while Obama, as chair of the Senate Foreign 
Relations Committee’s subcommittee on Europe, 
had cosponsored a resolution applauding NATO's 
decision at the Bucharest Summit to eventually 
include Georgia and Ukraine as members of the 
alliance, McCain's credentials as a long-standing 
“friend of Georgia” were 
unmatched. 

Against this back- 
ground, the August war 
was bound to take on 
greater significance in 
the 2008 campaign than 
it otherwise might have. 
Sensitivities were com- 
pounded by a flap over a statement Obama 
released when hostilities first broke out, which 
included the following: “I strongly condemn the 
outbreak of violence in Georgia, and urge an 
immediate end to armed conflict. Now is the time 
for Georgia and Russia to show restraint, and -to 
avoid an escalation to full-scale war.” Even though 
Obama’s words echoed those of the Bush White 
House at the time, they proved a lightning rod. 

Critics quickly drew distinctions between 
Obama’s statement and McCains, which focused 
exclusively on. the need for Russia to curtail its 
actions. The Obama camp protested that its first 
reaction was a reflection of the information avail- 
able at the time, and that later statements did in fact 
focus more on Moscow, but by: that point Russia 
policy had entered the partisan political realm. 

During the three presidential debates that fall, 
Russia was probably the foreign policy topic 
mentioned most often after the wars in Iraq and 
Afghanistan. For McCain, the accusation that 
Obama's initial statement had demonstrated a 
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combination of naiveté, inexperience, and poor 
judgment, all of which should make Americans 
think twice about choosing him as commander in 
chief, became a trope in speeches. 

As McCain put it.during the second presiden- 
tial debate, “Senator Obama was wrong about 
Iraq and the surge. He was wrong about Russia 
when they committed aggression against Georgia. 
And in his short career, he does not understand 
our national security challenges.” This message 
seemed to resonate: In a poll conducted after the 
war in Georgia, 55 percent of likely voters named 
McCain as best qualified to deal with Russia, com- 
pared to 27 percent for Obama. 

The Russia issue soon became conflated with 
_a broader narrative about Obama’s (and his par- 
tys) approach to foreign policy generally. At the 
Republican national convention, former New 
York Mayor Rudolph Giuliani denounced Obama's 
reaction to the Russia-Georgia war as an example 
of a proclivity to blur what should be clear dis- 
tinctions: “Obama's first instinct was to create 
a moral equivalency, suggesting that both sides 
were equally responsible, 
the same moral equivalen- 
cy that he’s displayed in 
discussing the Palestinian 
Authority and. the state of 
Israel.” This sort of accusa- 





The reset’s dividends for US national 
security, across a wide range of policy 
priorities, have been significant. 


cably committed to undercutting US interests 
and reestablishing complete regional hegemony— 
once considered somewhat extreme within the 
Republican foreign policy establishment—is now 
the party line. 

Further, the accusation that the Obama admin- 
istration has in-the course of improving US-Russia 
relations somehow downgraded US ties with both 
new NATO allies in Central Europe and non-NATO 
partners in the region (in particular Ukraine and 
Georgia) has dogged the reset of relations from the 
beginning, despite the lack of factual evidence.to 
support the claim. Critics even deny the improve- 
ment in US-Russia relations, or argue that it has 
not produced any gains for American. national 
security. i 

As McCain himself put it in a recent opinion 
article in The: Washington Post, “The administra- 
tion has appeared more eager to placate an auto- 
cratic Russia than to support a friendly Georgian 
democracy living under the long shadow of its 
aggressive neighbor. It has lavished Medvedev 
with long phone calls and frequent meetings, with 
only modest foreign policy 
gains to show for it.” In 
the phrase. of one Czech 
politician, a phrase that 
echoed Giulianis conven- 
tion speech and resonated 





tion has continued to this 
day: that Obama is a for- 
eign policy realist who cares little for principles 
or friends and is content to work with enemies 
because he does not see them as such. 

Certainly this line of attack-on Democrats is not 
new, but the insertion of Russia into the discussion 
was an innovation—one that required demonizing 
the country. During the second debate, jour- 
nalist Tom Brokaw posed a question this way: 
“This requires only a yes or a no. Ronald Reagan 
famously said that the Soviet Union was the evil 
empire. Do you think that Russia under Vladimir 
Putin is an evil empire?” Obama answered. that 
Moscow had “engaged in an evil behavior” ‘but 
cautioned that “it is important that we understand 
they’re not the old Soviet Union.” Neither he nor 
any national political figure could hope to survive 
if he fully rejected the premise of the question: the 
equation of Russia with the Soviet Union. 

More than two years after the August 2008 
war, the political intensity surrounding US-Russia 
relations shows no signs-of abating. The McCain 
view of Russia as an evil dictatorship irrevo- 





in Washington, Obama’s 
foreign policy is “enemy- 
centric.” That is, he either fails to understand that 
Russia is an “enemy” of he simply prefers cole 
business with “enemies.” . 

In short, the politicization of Russia policy that 
followed the August war has transformed one of 
the administration’s relatively few clear-cut for- 
eign policy successes into something of a political 
liability. It has also begun to have an impact on the 
relationship itself, with the New START treaty fac- 
ing an uphill battle for approval in the Senate. One 
senator has referred to Russia as the Soviet Union 
several times in the course of committee hearings 
on the treaty, while the former Massachusetts 
governor and presidential candidate Mitt Romney 
has dubbed the accord as "Obamas worst RR 
policy mistake.” 


MEDVEDEV’S MIXED BAG 

The US-Russia relationship has, within Russia 
too, undergone a process of politicization since 
the Georgia war. The vast majority of the Russian 
public, including many of Putin's harshest critics, 


strongly favored the Kremlin’s actions in August 
2008—with the decision to recognize the two 
breakaway republics representing a partial excep- 
tion. But the August war, because it plunged 
US-Russia relations to their lowest point since the 
end of the cold war, paradoxically gave Medvedev 
the opportunity, through rebuilding those rela- 
tions, to generate political capital at home. 
Clearly, Russia’s authoritarian political system 
bears little resemblance to American democracy. 


But the current “tandemocracy” model, with both 


Medvedev and Putin playing important roles in 
public life and policy making, has created more 
space for political contestation and intra-elite 
competition than was the case when Putin ruled 
alone. That is not to say that significant conflict 
exists between the two members of the ruling 
tandem. Medvedev has been Putin’s colleague and 
close confidant for more than a decade and they 
generally see.eye to eye on major issues. . 

But early in Medvedev’s tenure it became clear 
that, if he was to make a credible case in the 
country’s intra-elite selection process for serv- 
ing a second presidential term,. he would need 
to identify some issues that he could make. his 
own. With Russia’s economy devastated by the 
global econoinic crisis, an incipient civil war in 
the north Caucasus, and Putin not shying away 
from the limelight, it would not be enough merely 
to serve as president of the Russian Federation. 
So Medvedev embarked on a branding mission. 
He chose as his central domestic policy priorities 
economic modernization and the fight against 
the country’s all-encompassing corruption. Both 
issues resonate among the public and the elite. But 
slow progress on both has meant that neither has 
produced much in the way of concrete “deliver- 
ables” for Medvedev. 

The improvement in US-Russia relations, how- 
ever, along with the New START treaty, can very 
clearly be branded as success stories for Medvedev. 
Putin, meanwhile, has steered clear of the reset— 
with the exception of a bizarre “traditional” 
Russian breakfast meeting with Obama outside 
Moscow and a one-on-one meeting with Secretary 
Clinton that by all accounts was unpleasant. 
Putin is said to harbor deep resentment toward 
the United States because of what he sees as false 
promises made by President Bush, and because 


The Transformation of US-Russia Relations © 287 


he reportedly believes that the United States 
was deeply involved in the color revolutions in 
Ukraine and Georgia and in the Georgia war itself. 
For Putin to embrace closer ties with Washington 
would represent a difficult climb-down, consider- 
ing the infamous speech he delivered in Munich 
in 2007, when he seemed to compare the United 
States to the Third Reich. In any case, Putin has 
been content to let Medvedev take the lead on the 
relationship with Washington. 

For Medvedev, even this success story is a 
distinctly mixed bag: Embracing closer relations 
with the West is no way to boost your popularity 
in Russia. In a March 2010 survey, 35 percent of 
respondents listed the United States as “Russia’s 
biggest enemy.” The month before, a poll had 
found that only 14 percent of Russians wanted 
closer ties with the United States, while 40 percent 
were content with the status quo and 36 percent 
advocated “seeking a greater distance.” (That said, 
the number of Russians who hold positive views 
of the United States soared to 60 percent in May 
2010 from a low of 31 percent in November 2008, 
while the number who maintain negative feelings 
fell to 26 percent from 55 percent.) 


PARALLEL STATES 

For Medvedev, however, in contrast to Obama, 
popular opinion is far less important than elite 
opinion. His primary political objective as the 
2012 presidential election approaches is to prove 
to the small group that matters in Russian politics 
that he deserves to remain in office for a second 
term. The improved Us-Russia relationship is one 
of the few deliverables that his time in office has 
produced. 

A year and a half after they first met, Presidents 
Obama and Medvedev therefore find themselves in 
an unlikely parallel state. The dramatic improve- 
ment,in bilateral relations that they have overseen 
should be an unambiguous policy success story. 
Yet the politicization of the relationship that the 
August 2008 war initiated in both countries has 
stopped either man from loudly trumpeting it as 
such. At the same time, the political fortunes of 
both men stand to suffer if that relationship sours. 
Conversely, the relationship between the two coun- 
tries might be negatively affected if either Obama or 
Medvedev proves to be a one-term president. W 





The Enigma of Russian Mortality 


NICHOLAS EBERSTADT 


ussia today is in the grip of an eerie, far- 
reaching, and in some respects historically 
unprecedented population crisis. Since the 
end of the Soviet era, the population of the Russian 
Federation has fallen by nearly 7 million. Apart from 
China’s paroxysm in the wake of Mao’s catastrophic 


Great Leap Forward; this is the largest single epi-- 


sode of depopulation yet reg- 
istered in the postwar era. 
Russia is hardly the only 
. country to register popu- 
lation decline nowadays. 
Many other post-Soviet societies in Europe have 
smaller populations today than at the end of the 
Soviet era. Moreover, a shrinking population is an 
increasingly common characteristic of contempo- 
rary societies, including affluent democratic soci- 
eties. Germany, Japan, and Italy have either started 
population decline or are on the cusp of it. 

Yet there is a profound difference between those 
three countries and Russia. Germany, Japan, and 
Italy confront the prospect of declining population 
in the context of robust and steadily improving lev- 
els of public health. Russia, by contrast, has been 
seized by an extended mortality crisis—an afflic- 
tion of historic and truly tragic dimensions. 

For males and females together, life expectancy 
at birth in Russia looks to be lower today than 
it was four decades ago. By the-critical measure 
of life expectancy, in fact, the country appears to 
have suffered almost half a century of health stag- 
nation or decline—this in a world where overall 
health levels have been constantly improving. 

During the decade-long economic boom from 
1999 to 2008, when Russia’s natural resource 
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exports facilitated a spurt of sustained rapid 
growth, the nation’s demographic and public 
health problems were temporarily obscured, at 
least to many outside observers. Today, in the 
wake of a global economic downturn and contin- 
ued weakness in the Russian economy, they are 
once more inescapably exposed. 


THE SICK MAN OF EUROPE 

Russia’s acute and continuing health crisis 
presents the world not only with a humanitarian 
tragedy, but also with something of an analytical 
mystery. The spectacle of such -stagnation and 
even’ deterioration in health conditions would 
seem to challenge some of our most fundamental 
precepts about social development and public 
policy in industrial societies. How could a literate 
European country with a traditionally strong tech- 
nical and scientific base gradually but inexorably 
retrogress toward a Third World mortality profile? 

The enigma is even more puzzling when we 
examine the past decade of the Russian experi- 
ence. From the eve of the new century until the 
recent global financial crisis, the nation’s per 
capita income grew vigorously; reportedly almost 
doubling. Yet mortality levels between 1998 and 
2007-08 barely budged. 

As in. the urbanized and literate societies of 
Western Europe, North America, East Asia, and 
Oceania, the overwhelming majority of deaths in 
urbanized, literate Russia today accrue`not from 
infectious but rather chronic, non-communicable 
diseases: heart disease, cancers, stroke-inducing 
cerebrovascular disease, and the like. But this is 
where the similarity ends. In all those other plac- 
es, death rates from chronic diseases are low, rela- 
tively stable, and declining regularly over time. 

In Russia, overall mortality levels from chronic 
diseases are astonishingly high—indeed, they 
look impossibly high. To make matters worse, the 


country’s death rates from chronic diseases have 
been manifestly unstable, oscillating wildly and 
erratically. And Russia’s chronic mortality levels 
have been generally rising, not falling, since the 
end of communism. 

Something terrible and new is happening in 
contemporary Russia. The nation is pioneering 
strange modern pathways to bad health, generat- 
ing overall levels of premature mortality much 
like those in impoverished developing countries, 
but in a society with a far higher level of material 
attainment. For most of humanity, health levels 
have progressively improved over recent decades. 
In Russia, the new technical and scientific oppor- 
tunities of our era have somehow been harnessed 
to a nationwide formula for preventing health 
progress—indeed, for driving life expectancy 
down. The country in effect has modernized the 
“achievement” of high death rates and -woefully 
poor public health. 

Admittedly, Russia has experienced popula- 
tion decline before. The country suffered repeat- 
ed bouts of depopulation 
during the first half of the 
twentieth century, an epoch 
punctuated by war, revolu- 
tion, famine, and political 
upheaval. But the current 
depopulation differs from 
previous episodes in three 





The Kremlin’s optimistic prognosis 

regarding population prospects flies ity) 
in the face of some obvious and 

irreversible demographic realities. 
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depopulation is, by contrast, proceeding gradu- 
ally and routinely. This time, there is no obvious 
and grievous adverse application of state force to 
be relieved in hopes of reversing the population 
decline. In 2009, for the first time in over a decade 
and a half, Russia’s population did not drop (tal- 
lying instead a meager official increase of about 
15,000 persons). But it is impossible to predict 
when—or even if—the current depopulation will 
come to an end. 

Russia's population trajectory is of course shaped 
not only by death rates, but also by birth rates. The 
country’ fertility level has dropped dramatically 
since the collapse of communism, partly because 
of changing patterns of family formation and child- 
bearing. Marital unions in today’s Russia appear to 
be less stable than in the past, the |Soviet Unions 
notoriously high divorce rate notwithstanding. For 
whatever reason, the country’s total fertility rate, at 
1.54 births per woman as of 2009, though higher 
than a decade ago, is nonetheless far below replace- 
ment levels. (Given current mortality patterns, 
Russia would require about 
2.14 births per woman for 
long-term population stabil- 


All the same, increas- 
ing family instability and 
reduced fertility are perva- 
sive modern trends, encom- 





important respects. First, 

this is already by far the longest period of popula- 
tion decline in modern Russian history. The post- 
Soviet depopulation has persisted for over twice 
as long as the population decline that followed the 
Bolshevik Revolution, and well over three times 
as long as the terrifying depopulation during and 
immediately after World War II. 

Second, unlike all of Russia’s previous depopu- 
lations, this one has been taking place under basi- 
cally orderly—and peaceable—social and political 
circumstances. Whatever else may be said of the 
end of the Soviet Union and the post-Soviet transi- 
tion, they were attended by very little bloodshed. 
Terror and war are not the engines for the depopu- 
lation that the country is ‘experiencing today. 

This second: difference highlights a third: 
Whereas Russias previous depopulations were 
wild and awful paroxysms, they were also tempo- 
rary. In each of those earlier episodes, one could 
expect with some confidence that the popula- 
tion decline would cease more or less as soon 
as orderly conditions were restored. The current 
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passing the rest of Europe, 
as well as many affluent Western societies out- 
side Europe. To be sure, Russias single parents 
must raise their children on far lower incomes 
than their counterparts in Western Europe or 
North America. And, unlike Western Europeans 
or Americans, they can count on precious little 
support from the government’s social welfare 
apparatus if they are in need. 

Even so, it is Russia’s morbidity crisis—not its 
low fertility rate—that most drastically sets the 
country apart demographically. The nation’s pub- 
lic health losses today are of a scale akin to what 
might be expected from a devastating and unend- 
ing general war. Since the end of the communist 
era, “excess mortality” has cost the country hun- 
dreds of thousands of lives year after year. 


LOWER EXPECTATIONS 

Russias health woes did not erupt suddenly 
with the collapse of the Soviet state. Rather, they 
represent the latest culmination of trends darkly 
evident on Russian soil for almost half a century. 
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Rising death rates came to define the life chances of 
a steadily expanding proportion of Soviet Russia's 
population in the late 1960s, and eventually char- 
acterized public health circumstances for the coun- 
try as a whole. By the late Soviet era it was clear that 
the nation’s health trajectory: was veering off badly 
from the rest of the postwar world’s general trends 
of pervasive, incremental, annual improvements. 

Yet Russia’s health patterns did not correct 
course with the collapse of the Soviet Union. To 
the contrary: While the end of the USSR marked 
one the most momentous political changes of 
the twentieth century, that transition has been 
attended by a gruesome continuity in adverse 
health trends for the country’s population. Nearly 
two decades later, the Russian aberration in health 
conditions has become even more extreme. 

The single clearest and most comprehensible 
summary measure of a population’s mortality 
prospects is its estimated expectation of life at 
birth. In the late 1950s and early 1960s, Russia’s 
life expectancy was rising briskly. By 1964, it had 
reached 65 years for men and 


By 2006, life expectancy for the country as a 
whole under then-President Vladimir Putin was 
over three years lower than it had been in 1964. 
Female life expectancy was slightly lower than it 
had been 42 years earlier, and male life expectancy 
was down by over four and a half years. Since 
then, life expectancy has once again been edging 
upward. In 2009, according to Russia's official sta- 
tistics, overall life expectancy was 68.67 years— 
74.67 years for females, and 62.77 for males. But 
this would still be lower than the country’s esti- 
mated life expectancy for the year 1961. 


EXCESSIVE MORTALITY 
One way to quantify the demographic impact 
of Russia’s public health failure is to assess the 
toll implied by excess mortality. Excess mortality 
is the aggregate differential in deaths that would 
have been experienced by a given population 
during some period if, instead of its own actual 
survival schedules, it had been subject to some 
alternative (and less severe) mortality patterns. 
One: such benchmark for 





nearly 74. years for women. 
In that year, in fact, overall 
life expectancy at birth may 
have been slightly higher in 
Russia than in such Western 
European societies as Italy 
and Finland. Then, inexpli- 





For males and females together, 
life expectancy at birth in Russia 
looks to be lower today than 
it was four decades ago. 


measuring excess mortal- 
ity can be taken from the 
country’s own health patterns 
from 1986-87, during the 
Gorbachev era. Life expec- 
tancy under Soviet rule in 
the late 1980s was hardly 





cably, overall health progress 
came to a sudden and spectacular halt. 

The year 1964 saw the Kremlin ouster of Nikita 
Khrushchev and the start of the Brezhnev era, 
which lasted until Leonid Brezhnev’s death in 
1982. Over that 18-year period, Russia’s life expec- 
tancy not only stagnated, but actually declined, 
with overall life expectancy falling by about a year 
and a half, and life expectancy for men dropping 
by more than two and a half years. 

These losses in life expectancy were recovered 
during Mikhail Gorbachev's tenure (1985-1991), 
which represented the apex of Soviet-era health 
achievement and featured a major political cam- 
paign against alcoholism. But overall life expec- 
tancy, even at its pinnacle in 1986 and 1987, was 
only marginally higher than it had been in 1964. 
It never managed to cross the symbolic 70-year 
threshold. And with the end of communism, life 
expectancy went into erratic decline. Overall life 
expectancy plummeted frightfully until 1994. It 
recovered through 1998, but with the financial 
collapse of that year, again spiraled downward. 
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impressive by contemporary 
European—or current global—standards, but 
those years happen to represent the high water 
mark, at least to date, for life expectancy in Russia. 
If the nation’s population from 1992 to 2006 
had experienced the mortality rates recorded in 
1986-87, there would have been a net total of 
6.6 million fewer deaths. By this benchmark, the 
“excess mortality” for Russia for the 1992-2006 
period amounts to the premature death of almost 
4.9 million men and over 1.7 million women. 
And note what happens when one weighs 
the estimate of 6.6 million “excess deaths” for 
1992-2006 against the nation’s actual reported 
population decline of 6.3 million over those same 
years. It is a telling comparison: If Russia had just 
been able to maintain the survival schedules that 
its population had faced at the end of the Soviet 
era, the country’s post-Soviet population decline 
would not have taken place. 
An alternate benchmark for excess mortality 
comes from placing the health crisis in a European 
perspective. As calculated against the mortality 


patterns found in France in 1992 (the Russian 
Federation's first year as a fully independent and 
non-Soviet state), excess mortality for Russia from 
1992 to 2006 would exceed 18 million deaths! 

Against this contemporary Western European 
survival standard, Russia’s calculated excess mortal- 
ity significantly surpasses the country’s actual excess 
of deaths over births from 1992 to 2006. In other 
words, if post-Soviet Russia had somehow been able 
to achieve the same mortality patterns as the France 
of 1992, it would have expérienced a modest but 
steady trend of population growth based on natural 
increase, rather than the steep plunge that actually 
took place—and it would have done so despite the 
dramatic slump in births after 1992. 


DISEASE AND DISASTER 

How-are we to make sense of such a retreat in 
survival prospects for an urban and literate society 
during peacetime? Information on the causes of 
death can provide important clues. 

Russia is afflicted with a very serious HIV/AIDS 
epidemic: As of 2007, according to estimates by 
UNAIDS, approximately 1 million Russians ,were 
living with HIV. The country also faces a related 
and evidently growing burden of tuberculosis, 
with an estimated 220,000 new TB infections a 
` year, according to the World Health Organization 
(WHO). The prevalence of curable sexually trans- 
mitted diseases—syphilis, gonorrhea, chlamydia, 
and the like—also appears to be dozens or in 
some cases even hundreds. of times higher than 
levels registered in Western.Europe.: 

Additionally, Russia suffers from illness and 
death due to a number of “re-emerging diseases”: 
infectious diseases (including -pertussis, measles, 
and cholera) that have- generally ceased.to afflict 
the populations: of affluent Western societies, 
along with other diseases—such as hepatitis C— 
that are on the rise in the West today, but are 
apparently spreading even more rapidly in Russia. 

Yet, dismaying as these developments may be, 
simple arithmetic suggests that adverse trends in 
deaths from infectious and parasitic diseases have 
not had much to do (at least to date) with Russia’s 
overall patterns of excess mortality in the postcom- 
munist era. According to the WHO, deaths attrib- 
uted to communicable causes currently account for 
less. than 2 percent of the country’ total mortality. 
Russias mortality profile from infectious and para- 
sitic diseases is clearly less favorable than Western 
Europes, but there is nothing necessarily excep- 
tional about such a distinction—at least from an 


The Enigma of Russian Mortality © 291 


epidemiological standpoint. Russia is poorer than 
Western Europe, and the burden of deaths from 
communicable disease generally tends to be higher 
in lower-income areas. 

Mortality trends related to cardiovascular dis- 
ease (CVD) are quite another matter. By any metric 
we might care to use, modern Russia’s mortality 
levels from heart attacks, strokes, and the like 
are appalling. In 2006, Russia’s CVD mortality 
rate, standardizing for population structure, was 
almost four times higher than the population- 
weighted level reported for Western Europe. 
Deaths from diseases of the circulatory system 
account for over two-thirds of the aggregate mor- 
tality differential between Russia and Western 
Europe. Indeed, Russia’s mortality levels from CVD 
alone stand some 30 percent higher than deaths in 
Western Europe from all causes combined. Russia’s 
postcommunist CVD trends also stand in contrast 
to those of the former Soviet bloc states that have 
joined the European Union: Whereas Russia’s 
CVD mortality levels‘were comparable with levels 
in that grouping in the late 1980s, by 2006 CVD 
mortality in Russia was about 60 percent higher. 

The tale is broadly similar when we come 
to mortality from “external causes”—non- 
communicable deaths from injuries of various 
origins. In this sphere too, Russia has tallied lev- 
els of death that seem impossibly high for a soci- 
ety at its level of socioeconomic development: . 

In Western Europe, age-standardized mortality 
from external causes, injury, and poisoning fell by 
almost half between 1970 and 2006; the descent 
was steady and quite regular. In Russia, on the other 
hand, mortality from external causes, as tabulated by 
the WHO, oscillated wildly and generally increased 
over the quarter century up to 2006. Deaths from 
injuries and poisoning were much higher in Russia 
than in Western Europe in 1980—well over two and 
a half times higher. But as of 2006, the ad 
ing differential was a factor of 5.3. 

The country’s levels of death from injury: and 
violence are so extraordinary as to be incompa- 
rable with any but the most tormented spots on 
the face of the planet today. To go by its level 
of mortality injury alone, Russia resembles not 
an emerging middle-income market economy at 
peace, but an impoverished sub-Saharan conflict 
or post-conflict society. 


SHOCKS TO THE SYSTEM 


The country’s contemporary patterns of bad 
health and high mortality did not just “happen.” 
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Russia did not simply revert to the patterns of 
illness and death that had typified the nation in 
an earlier era, or those witnessed today in under- 
nourished, predominantly rural and illiterate, 
low-income societies in Asia or Africa. Russia 
instead has developed unique, new profiles of 
mass debilitation and shortened life—patterns 
previously unknown in history. 

Perhaps international parallels or historical 
analogies can help us understand just what has 
gone so badly wrong. Russia obviously has been 
subject to monumental social, economic, and 
political discontinuities. Can stresses and disloca- 
tions that attended the “systemic shock” of the 
transition from communism explain this unfolding 
health disaster? 

Data from the Human Mortality Database, an 
international demographic research consortium, 
can help us test the proposition. If we compare 
Russia’s mortality data with those of a dozen other 
European ex-communist countries or territories, we 
find that all of these places registered some decline 
in overall life expectancy in 
the immediate aftermath of 
communism’s collapse. 

In most cases, however, the 
drop in life expectancy was 
limited in magnitude and, in 
a number: of cases, limited in 
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_Russia’s public health losses are 
of a scale akin to what might be 
expected from a devastating 
and unending general war. 


Warsaw Pact area? Can the economic downturn 
that Russia faced in the 1990s account for today’s 
mortality crisis? Here it may help to consult the 
historical record—by comparing the interplay 
between health and macroeconomic performance 
in Western industrial democracies during the 
Great Depression era with the corresponding 
results in contemporary Russia. 

Australia, Canada, France, the Netherlands, 
and New Zealand all experienced a drop in per 
capita output of over 15 percent between the 
twentieth century's world wars. For Australia and 
New Zealand, per capita GDP fell by more than 20 
percent, and in Canada it plunged by 35 percent. 
The magnitude of the Depression-era shocks in 
these countries looks to have been at least as 
severe as in some of the contemporary post-Soviet 
societies, and in the case of Canada, almost as 
grave as for Russia itself. 

Yet, in all five Western societies, the onset 
of economic shock occasioned either no drop 
in life expectancy or a very brief and small 
drop, with recovery after a 
single year. Whereas Russia's 
life expectancy continued to 
sink erratically as estimated 
per capita GDP declined dur- 
ing the 1990s, life expectancy 
was uniformly higher in these 





duration to the first few years of 
postcommunism. Most Eastern 
European post-socialist countries have already wit- 
nessed not only recovery to pre-transition health 
levels, but subsequent and continuing improvements 
in their overall health levels. 

And neither the shock of the transition process 
nor the legacy of Soviet-style communism has 
prevented dramatic advances in health in some 
parts of ex-communist Europe. Between 1989 and 
2006, overall life expectancy at birth jumped by 
nearly five years in Slovenia, and by over five and 
a half years in eastern Germany. Over the same 
period, by contrast, Russia’s combined male and 
female life expectancy at birth fell by over three 
years. (At least two other post-Soviet states— 
Belarus and Ukraine—have suffered prolonged 
postcommunist reversals in life expectancy in the 
Russian fashion, but as of 2006, neither had regis- 
tered setbacks as extreme as Russia’s.) 

What about economic shocks—as distinct from 
the demise of political systems and the replace- 
ment of basic economic institutions that occurred 
with the postcommunist transition in the former 
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Depression-era Western soci- 
eties at the end of their long 
economic downturns than at the outset. 

In short, the record from other societies, past 
and present, does not offer convincing evidence 
for treating contemporary Russia's health crisis as 
a characteristic, much less typical, consequence of 
twentieth-century systemic or economic shocks. 
The awful and distinctive nature of the country’s 
health experience can be pointed out and for- 
mally identified, but it has yet to be satisfactorily 
explained, much less fully understood. - 


THE MYSTERY DEEPENS 

Taken together, deaths from CVD and mortal- 
ity from injuries and-poisoning have evidently 
been the main drivers—really, the overwhelming 
drivers—of modern Russia’s strange upsurge. in 
premature mortality and its broad, prolonged ret- 
rogression in public health conditions. According 
to WHO estimates, deaths from CVD and external 
causes account for over 90 percent of the total dif- 
ference in mortality levels separating Russia and 
Western European societies today. Almost four- 


fifths of the Russian rise in age-standardized death 
rates between 1980 and 2006 is due to increases in 
injury and CVD mortality. r 

How to explain this phenomenon? Four factors 
` ordinarily would be expected to help account for 
extraordinary. patterns of excess death from car- 
diovascular disease and external injury: drinking, 
smoking, diet, and medical care. 

Russia’s wanton passion for heavy drinking is an 
enduring historical fact, commented upon routine- 
ly by outsiders for hundreds of years. In contrast 
to the Mediterranean model of moderate drinking, 
which seems to be associated with reduced mortal- 
ity risk, Russia’s drinking norms and customs pose 
lethal risks for many of their most enthusiastic 
adherents. Severe, self-obliterating drunkenness 
greatly increases the danger of fatal injury: through 
falls, traffic accidents, violent confrontations; sui- 
cide, and-so on. Further, extreme binge drinking 
(especially of hard spirits) is associated with stress 
on the cardiovascular system and heightened risk 
of CVD mortality. 

Smoking is a well'recognized ilie health haz- 
ard, and by all indications the Russians are avid 
smokers. According to WHO estimates, Russian 
men are practically Europes heaviest smokers 
(just behind their counterparts in Ukraine), with 
over 60 percent designated as daily tobacco users. 

Nutrition is.another potentially significant fac- 
tor bearing on health and mortality. The Russian 
diet is substantially lower in fruit.and vegetables 
than most others in Europe. It also appears to 
provide lower amounts of micronutrients and 
vitamins (including vitamin C), which have been 
associated in recent medical research with resis- 
tance to the risks of CVD. 

Even so, as unhealthy as heavy drinking, preva- 
lent smoking, and inadequate diets may be, the 
available data on differentials between Russians 
and Western Europeans with regard to. these 
behaviors seem to account for only part of the 
mortality gap between Russia and the West today. 

Likewise, the scope and scale of the morbidity 
problem might be taken as a prima facie indica- 
` tion of pervasive failure by the country’s health 
system to.deal with the preventive and curative 
challenges that it faces—yet the Russian popula- 
tion’s total consumption .of health and medical 
resources does not look particularly unusual for 
the nation’s level of economic development. And 
Russia can claim one of the highest ratios of offi- 
cially accredited medical doctors to total popula- 
tion within the entire European region. - 
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Shortcomings in the provision of medical care 
surely figure in the country’s health outcomes. 
Smoking reduction measures, alcohol education 
programs, much greater use of blood pressure 
control medication, and nationwide establishment 
of trauma treatment units-could prevent a great 
many premature deaths—even without an appre- 
ciable.increase in-overall health expenditures. But 
what is extraordinary is not the level of invest- 
ment in health care: It is how remarkably little in 
the way of:health protection and “mortality reduc- 
tion this investment purchases. 


RISKY BUSINESS — 

Quite a number of additional factors may 
be involved in Russia's mortality explosion and 
public health degeneration: among them,. pollu- 
tion and environmental hazards, drug addiction 
and illicit substance abuse, and “after-shocks” for 


older cohorts- today related to the privations and 


upheavals of the 1930s and World War II. Yet, 
while we could continue with this epidemiologi- 
cal exercise, the point that would emerge is fairly 
clear already. 

Yes, Russia’s “risk factors” earl on mortality 
and health consistently tend to look less favorable 
than those facing populations in most of the rest 
of Europe (and the rest of the affluent democratic 
West). And yet, as. inauspicious as the nation’s 
risk factors may be in so many, „respects, they do 
not seem capable of accounting, in any convinc- 
ing and satisfactory fashion, for the full scope and 
magnitude of the chasm that .separates survival 
prospects and health conditions in Russia from 
those in the never-communist West today. 

The paradox is especially evident when we 
consider Russias CVD burden. .In purely quan- 
titative terms, the sorts of “classic” risk factors 
conventionally identified in the Western public 
health literature to explain differences in heart 
disease mortality between one population and 
another (such as blood cholesterol levels, hyper- 
tension, smoking, and obesity) seem to provide 
a singularly limited and inadequate explanation 
for the catastrophically high CVD mortality levels 
witnessed in modern-day Russia. 

It is surely not the case that epidemiological 
reasoning fails to work. within Russia’s boundar- 
ies. Rather, the enigma of the country’s mortality 
would appear to be that today’s high death rates 
are not predominantly generated by the same 
risk factors that have accounted for variations in 
the levels and trends of mortality among national 
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populations in Western countries.: Russias popu- 
lation may be exposed to fundamentally different 
health and mortality risks—with respect to indi- 
vidual behavior, lifestyle ‘routines, and social con- 
text—from those with. which people in thie 3 West 
are intuitively familiar. : . 

The sociologist Richard Rose, in a.series of pen- 
etrating studies, has provocatively argued that the 
Soviet system, in the generation before its demise, 
required ‘of its subjects an “antimodern” mental- 
ity and adaptive lifestyle: Only through these, he 
argued, could one ‘hope ‘to protect oneself and 
one’s family from the uncertainties and irratio- 
nalities that subjects of late-era communist rule 
routinely faced. E 

Whether postcommunist. Russias populace still 
adheres ‘to an “antimodern”: mentality by Rose’s 
criteria is a question-that.will-not detain us here: 
I will suggest only that better understanding the 
enigma of contemporary Russian mortality will 
require public. health researchers to pursue mod- 
els and paradigms that-do not necessarily resonate 
with Western experience. on 


CRISIS CONTROL. 

In the modern world; the risks of illness and 
mortality are supposed. to decline with the spread 
of literacy, increased educational attainment, and 
rising incomes—and this -has‘been the rule gen- 
erally the world over. Russia’s socioeconomic 
progress, by contrast, has coincidéd with mani- 
fest degradation of public health conditions. The 
country has managed to attain impossibly high 
levels of injury for a moderately affluent country 
at peace, and to.achieve CVD levels never before 
witnessed by-nations ‘at any: income level. 

Because Russia’s. present demographic . prob- 
lems appear so anomalous—indeed, so positively 
abnormal—it might seeiri reasonable to assume 
that the adverse demographic patterns will tend to 
correct themselves naturally: if not automatically, 
then with the aid of public policy interventions. 

. Policy ‘makers in Moscow certainly seem to 
subscribe to such a view. Over the past several 
years the Kremlin has outlined, and begun to 
implement, ambitious programs that are supposed 
to halt and reverse the country’s downward demo- 
graphic spiral. A long-term: action plan unveiled 
in 2008 sets a number of targets for population 
trends in the coming years. After 2015, according 
to the plan,-births are to exceed deaths. By 2025, 


Russia's total population is to have risen to 145 
million. Overall life expectancy is supposed to 
reach 75 years, and the country’s total fertility rate 
is supposed to reach 1.95. 

But. there is a Canute-like air to many of these 
commands to reverse the demographic tides. The 
Kremlin’s optimistic prognosis regarding popula- 
tion prospects flies in the face of some obvious 
and irreversible: demographic realities. Foremost 
among these is the brute fact that the birth slump 
over the past two decades-has left the country 
with many fewer potential mothers for the years 
just ahead than it has today. By 2025, Russia is 
projected to have just 6.4 million women in their 
20s—45 percent fewer than today. 

Under such circumstances, simply maintain- 
ing current national birth totals would require 
heroic ‘upsurges in maternity. And at the same 
time that the cohort of prospective mothers will 
be shrinking, the nation’s population profile will 
be graying. By the US Census Bureau's reckon- 
ing, Russia’s median age in 2009 was 38.4 years. 
By 2025, it is projected to be 42.4 years, fully 
4 years higher. All other things being equal, 
this portends higher crude -déath rates in the 
years ahead. The country thus faces mounting 
pressures that will widen, not narrow, the gap 
between deaths and births. 

Meanwhile, the scourges of poor health and 
premature ‘mortality are not only driving down 
well-being today; they are placing unforgiving 
constraints on economic productivity and. growth, 
both today and tomorrow. 

As we have seen, Russias health deteriora- 
tion accounts for. the entirety of the country’s 
postcommunist population decline. The upsurge 

of illness and death, furthermore, has been dis- 
proportionately concentrated among men and 
women of working age—meaning that the labor 
force has been contracting more rapidly than the 
population overall. In effect, Russia’s health prob- 
lem translates into a smaller and more debilitated 
workforce. This makes for less productive poten- 
tial now, and the implications for the future are 
hardly more reassuring. 

Much as we may wish otherwise, there seems to 
be scant promise that Russia's demographic crisis 
will abate in the years immediately ahead. Indeed, 


we cannot discount the possibility that, in. some 


critical respects, it could be even more acute in 
2025 than it is today. i E 
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Eastern Europe’s Balancing Act 
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debate has begun on the “end of enlarge- tary general, Anders Fogh Rasmussen, has revived 
Az The post-cold war expansion that NATOs sense of mission, but has done this by pur- 
took NATO membership to 28 states in 2009 suing his own “reset” of relations with Russia and 
and European Union membership to 27 in 2007 by diversifying away from a twin-track policy of 
appears to have stopped at the borders of Eastern NATO expansion and intervention in Afghanistan. 
Europe. The NATO Membership Action Plans for The Eastern European states themselves, how- 
Ukraine and Georgia’that were discussed in 2008 ever, also represent a problem for the European 
now seem dead in the water. The EU is reluctant, project, and not just because they are geographi- 
to say the least, to renew the North Atlantic Treaty cally more remote and less unambiguously 
Organization's role as the principal agent of expan- “European” than Poland or Hungary. The problem 
sion in the east. And the United States seems to they represent is what Modest Kolerov, who was in 
have lost interest in the region. Russia, on the charge of the Kremlin's unofficial neighborhood 
other hand, fought a war in Georgia in 2008 at policy from 2005 to 2007, once described as a 
least in part to provide a demonstration of both its kind of “collective Titoism” (after the long-time 
power and its keen interest in the region. leader of Yugoslavia, Josip Broz Tito, who was a 
Most explanations for this situation have right- promoter of the nonaligned movement during 
ly pointed out “expansion fatigue” within the EU the cold war). This new Titoism ‘involves the ten- 
and NATO, and member states’ unwillingness to dency, not just of one: state but of every state in 
compete with a strong Russian “neighborhood the region, to constantly play East against West 
policy” that simply was not a factor during the (instead of maintaining the automatic loyalty to 
European organizations’ expansion into Central Russia that Kolerov clearly expected). 
Europe in the 1990s. This fatigue is strongest in Ukraine and Moldova repeatedly declare their 
so-called “old Europe,” principally France and intention to join the EU. Belarus promises to join 
Germany. But the Ukrainian gas crisis in January the Customs Union with Russia and Kazakhstan. 
2009 changed the mood too in border states like But the Eastern European states are best under- 
Bulgaria and Slovakia, where cutoffs of Russian stood as balancers rather than joiners. Freedom of 
natural gas supplies were felt most keenly. maneuver is their priority—not hitching their fate 
Europe as a whole has become dramatically to either the EU and NATO or Russia. 


more introspective since the beginning of the glob- 


al economic crisis. After Greece’s near-default, the THE “SOVEREIGN NEIGHBORHOOD” 





“soft” southern frontier seems a more urgent issue The founding myth of the EU's original mem- 
than eastern expansion. Since the December 2009 bers was the sublimation of war. For the accession 
implementation of the Lisbon Treaty (intended in states of the 1990s like Poland and Hungary, it was 
part to elevate the role of EU foreign policy), there their half-century of trauma in the Soviet bloc as 
has been no renewal of energy or focus to sort out the “kidnapped West.” This latter myth has facili- 
who does what in Europe. Brussels is still digest- tated an otherwise paradoxical willing transfer 
ing its institutional changes. The new NATO secre- of sovereignties, so recently wrested from “bad” 

Soviet control, ta the “good” West. Prime Minister 
ANDREW WILSON is a senior policy fellow at the European Vladimir Putins Russia has chosen to demonize. 
Council on Foreign Relations. the 1990s, creating a myth of weak statehood 
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and betrayal by a West that supposedly exploited 
that weakness. Hence Russia’s current emphasis 
on recovering strength and reasserting sover- 
eignty, defined in traditional nineteenth-century 
terms as great power status, spheres of influence, 
hard power capacities, and konkurentnosposobnost 
(“ability to compete”). 

The new East European states look positively 
on their own birth as states in 1991. (Even 
Belarus does this, though President Aleksandr 
Lukashenko has long mocked the period beiore 
he came to power in 1994.) But for many Eastern 
Europeans it was a difficult birth, and they are still 
traumatized by the economic turmoil, internal 
conflict, and in some cases civil war of the 1990s. 

The myth of a return to Europe may have been 
part of their justification for this birth, or rebirth, 
of statehood; but it is the statehood itself that is 
all important. Moreover, public opinion in Eastern 
Europe was never as decisively, pro-European as 
in the accession states of the 1990s. The idea of a 
“European” national identity is contested both by 
strong Russophile lobbies (based on Russian eth- 
nic minorities or Russian-speaking communities 
and myths of common history and the Orthodox 
Church) and by nativist, quasi-isolationist ver- 
sions of national identity (even when these are 
only a cover story for local elites to disguise a lack 
of reform). 

The priority in Eastern Europe is therefore to 
build statehood from something that was at first 
new and often contested, and then found to be 
weak—in other words to turn state projects into 
real states. Of course, building sovereignty mainly 
means building the sovereignty of local elites. The 
“revolutions” in Central Europe in 1989 involved 
many compromises, but in Eastern Europe the 
birth of statehood was traded against real radical 
change. The new states were born thanks to the 
implosion of central communist power in 1991, 
rather than strong outside pressure or domestic 
challengers, meaning that elite membership and 
political culture have remained highly Sovietized. 

Relative neglect by the outside world has 
allowed these problems to fester. Whatever the 
reason, states like Poland had a pretty clear path 
toward membership in NATO and the EU within a 
few years of 1989. The six states of the “Eastern 
Partnership” belatedly launched by the EU in 2009 
(Ukraine, Moldova, Belarus, and the Caucasian 
trio of Georgia, Armenia, and Azerbaijan), on the 
other hand, have spent almost two decades in the 
waiting room. 


Already corrupt elites have become entrenched, 
and have learned how to manipulate sovereignty 
arguments to cover their own rent-seeking. The 
long wait has also undermined the incentive for 
reform. It is increasingly difficult to ask citizens 
or interest groups to accept transition costs when 
long-term accession prospects seem increasingly 
remote. And local elites do not see the EU and 
NATO as instruments for transforming their soci- 
eties, but as instruments for their own survival. 
They want Europe à la carte rather than the hard 
work of meeting all the standards of the EU’s mas- 
sive rule book, the acquis communautaire. 


THE RISE OF RUSSIA ; 

It takes two to tango; so it takes three to play 
the Titoist game of balance. The Europe of the 
1990s was assumed to be unipolar. The Western 
model had won and it was gradually expanding 
across the continent. But Putin's Russia first reject- 
ed the idea of tutelage, and then began posing as 
a rival pole of attraction., And Russia has more 
pulling power in the region than is often assumed, 
and across a broad range of soft and hard power. 

The EU does not really “do” hard power. NATO 
likes to think that it has some soft power, but the 
Article 5 promise in its charter that many see as 
its raison d’étre—that an attack on one is an attack 
on all—is coming under doubt. The Organization 
for Security and Cooperation in Europe is increas- 
ingly an umbrella for all of modern Europe's soft 
power desiderata, from opposition to the death 
penalty to the promotion of ethnic minority 
rights. Western soft power is also slow power. 

Russia can act swiftly, but often undermines 
its soft power by combining it with hard power. 
Moscow has no consistent “good cop, bad cop” 
strategy that would allow conciliatory and aggres- 
sive tactics to work in better combination. In 
fact, on a personal level, while President Dmitri 
Medvedev is the “good cop” for the far West (the 
United States and Germany), he has often taken a 
harder line in Eastern Europe than Putin because 
of his need to prove his security credentials at 
home. Both cops, bad and good, struggle to get a 
grip on Eastern Europe. 

Russia would like to create a sphere of influ- 
ence in its “historical” neighborhood, but it fails 
to understand the logic of Titoism and finds the 
local Titos constantly slipping out of its grasp. 
To the outside world, it looks as if Russia has 
the whip hand over a relatively weak ring of 
states; but Moscow itself complains of its lack of 


reliable friends, even in countries like Ukraine, 
where, according to Dmitri Trenin of the Carnegie 
Moscow Center, “there have never been and never 
can be pro-Russian politicians’—in the sense of 
providing the ‘expected degree of deference at 
least. 
Moscow has been forced to redefine its ambi- 
tions since the global economic crisis began. 
Russia was hit hard by the crisis, but most of its 
neighbors were hit harder. Russia’s gross domestic 
product fell 7.9 percent in 2009, but Ukraine’s 
dropped 15 percent, and today higher oil prices 
are replenishing Russia’s coffers. Thus for Russia 
the crisis reduced the opportunity cost of buying 
assets and winning influence in the new -states 
of Eastern Europe. Moscow has stepped into the 
Ukrainian banking sector as the formerly strong 
Western presence (over 40 percent of the sector 
before 2008) has shrunk. It is targeting the oil 
refining industry in Belarus, where a massive hid- 
den subsidy involved in the re-export of refined 
cut-price Russian crude has until now been 
the main financial prop of 
Lukashenko’s regime. 

On the other hand, ` 
Russia is also increasingly 
worried about a “sphere of 
responsibility” and pick- 
ing up too many bills. It is 
therefore seeking a more 


Paradoxically, conservative powers 
have been the main beneficiaries 
of the “color revolutions” 
in Georgia and Ukraine. 
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of Europe and is certainly not a supplicant, but 
rather a pivotal country at the center of overlap- 
ping circles of neo-Ottoman, Turkic-speaking, 
Islamic, and business interests. Turkey's role is 
more visible in-the Balkans and the Caucasus than 
it is to the country’s north. But Ukraine, under its 
new president, Viktor Yanukovich, seems likely 
to join the Russo-Turkish condominium in the 
Black Sea, as Ukraine’s previous strategy—that of 
using withdrawing non-regional powers like the 
United States to balance the duopoly of Russia and 
Turkey—becomes less realistic. 

In. the South Caucasus; on the other hand, 
Russia is Turkey’s main competitor. The EU is a 
marginal player, and-US interest is on the wane. 
Potentially, therefore, Turkey can bolster the likes 
of Azerbaijan, though it could just as easily be the 
object or victim of Titoist gaming. 

. It. is Chinas entry as a serious player into 
Eastern Europe that provides local leaders with 
the most breathing space. Moldova may be look- 
ing west, but it signed up for a $1 billion loan 
through China’s Overseas 
Engineering Group in 
2008. Chinas Export- 
Import Bank has provid- 
ed Belarus with a massive 
long-term trade credit of 
$5.7 billion. And although 
then-Prime Minister Yulia 











cost-effective and utilitarian 

“sphere of limited influence.” However, wherever 
Russia wants to push only so far, the Titos sur- 
vive and prosper. The clearest indication of this 
is Russia’s growing problem with Belarus. Putin 
simply cannot get a handle on Lukashenko—who, 
the Kremlin now complains, is trying to establish 
himself as a “systemic opponent of Russian policy.” 


OTHER POWERS ENTER THE FRAY 

The tendency toward local Titoism has also 
been strengthened by the rise of other pow- 
ers in the region, especially Turkey and China. 
Iran, meanwhile, is important for Azerbaijan, and 
Belarus has spread its net ever wider in recent 
years, to Venezuela, Syria, and Iran. The avail- 
ability of other partners gives the Titos even more 
wiggle room. The apparent withdrawal of the 
United States from the region ought to have the 
opposite effect, in theory, but in the short term it 
stimulates the search for new partners. 

To Turkish Foreign Minister Ahmet Davutoglu, 
Turkey is no longer a potential junior partner 





Tymoshenko lost the 2010 
presidential election in Ukraine, she campaigned 
on the promise of a $500 million Chinese loan for 
infrastructure projects. 

Beijing, as it has already shown. in Africa, 
imposes fewer conditions on its financial support 
than other countries do. This makes the types of 
conditionality engagement that are the EU's tra- 
ditional modus operandi much more difficult to 
impose, and it diminishes Russia’s argument for 
maintaining historically predominant economic 
ties. China’s powerhouse economy has also decou- 
pled the ideas of democracy and prosperity, which 
in the 1990s were assumed to be different sides of 
the same coin. In a world that is increasingly mul- 
tipolar in outlook as well as influence, it is easier 
for East European elites to pick and choose. 

The ‘United States has often compensated for 
the EU's underplaying its hand in Eastern Europe, 
but to many locals Washington now seems to be 
retreating toward a policy of “offshore balancing.” 
The Barack Obama administration's “reset” of rela- 
tions with Russia is designed to support US poli- 
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cies in Iran and Afghanistan. Russia itself comes 
second, and the East European states rightly see 
themselves as at best a distant third. 

For a toughly pragmatic Washington, Eastern 
Europe is not perceived as part of the solution 
for bigger problems-—or indeed as part of the 
problem—so it receives less attention. The NATO 
expansion project has paused, at best, and is seen 
by many as dead. As; a result, states in the region 
see far less value in indirect foreign policy strate- 
gies such as the decision by both Estonia (inside 
NATO) and Ukraine (outside NATO) to send troops 
to Iraq and Afghanistan—countries that are not 
direct security concerns for either—in order to 
win American assistance in return. 


ALTERNATIVE MODELS 

Eastern Europe has never been a zone of secure 
democracy. President Heydar Aliyev crushed 
Azerbaijan’s nascent pluralism in 1993. Belarusian 
President Lukashenko claims to have invented 
many of the themes that Putin made more famous 
in the 2000s: such as the “national path” to 
democracy or stability, the dangers of “anarchic” 
democracy, and a prickly resistance to being “lec- 
tured” by the West. 

Paradoxically, conservative powers have been 
the main beneficiaries of the “color revolutions” in 
Georgia and Ukraine in 2003 and 2004. Moscow, 
after its initial reverse, won new friends who 
shared its fears of spreading regional “instability” 
by developing what it openly called “counterrevo- 
lutionary technology.” os 

The Kremlin set about disabling nongovern- 
mental organizations, setting up pro-regime youth 
groups, fictionalizing exit polls, and the like. It did 
so both for its own purposes and for export to the 
other powers in a new authoritarian internatio- 
nale—mainly in Central Asia, but also including 
Azerbaijan, Belarus, and Armenia, which survived 
their own versions of would-be color revolutions 
with Moscow's help in .2005, 2006, and 2008 
respectively. This of course made the members of 
the new club look even less like potential EU or 
NATO members. | 

But, again paradoxically, the war in Georgia in 
2008 and Russian recognition of Abkhazia and 
South Ossetia reversed many of these gains, pre- 
cisely because it pricked local states’ sovereignty 
fears. Moscow thought the demonstration effect of 
Russian power would encourage its neighbors to 
huddle closer. Azerbaijan may have done so, but 
most states have sought to diversify their security 


options instead. Moscow's support for the coup 
in Kyrgyzstan in 2010, even if more in the realm 
of public relations than on the ground, was just 
as risky, since any hint of sponsoring a Russian- 
friendly version of a color revolution undermines 
Moscow’s credentials as a counterrevolutionary 
power. f 

Alternative economic models are also increas- 
ingly discussed in the region. Georgia has had a 
lively debate under President Mikheil Saakashvili 
between “Europeanizers” and “Singaporists.” The 
Europeanizers seek to compensate for Georgia's 
security vacuum after the apparent failure of the 
NATO Membership Action Plan strategy through 
rapprochement with the EU. The Singaporists see 
the EU as an overregulated economic straight- 
jacket. This latter group believes Georgia should 
be a self-sufficient and semi-authoritarian political 
system, buoyed by investment from outside the 
West, from the Gulf States in particular. 

And this kind of debate is spreading. Even 
countries like Ukraine are now discussing deep 
tax cuts and a bonfire of controls as the only way 
to get out of the current economic crisis. The new 
buzzwords in Ukraine are “order” and “modern- 
ization.” Ukrainian Foreign Minister Kostyantyn 
Gryshchenko says Ukraine should “use all that 
is best from China’s experience.” Rejecting the 
“red tape” of the EU as a danger to native business 
is also a good cover story for local elites, whose 
monopolistic domestic privileges would be under- 
mined by open markets. 


SOVEREIGNTY STRATEGIES 

Like Tito’s postwar Yugoslavia, the states of 
Eastern Europe are either geographically or psy- 
chologically small. So they attempt to do what 
small states have always done: balance between 
or bandwagon with larger powers. This is neither 
a new nor a regionally restricted phenomenon. 
The Central Asian states play a similar balancing 
act with a different set of actors: Russia, China, 
Iran, and occasionally the United States. The EU's 
southern neighbors have played this strategy for 
over a decade. 

Except for Georgia, local foreign policies are 
all becoming more explicitly “multivectoral,” and 
even Georgia played this game in Saakashvili's 
early years. Armenia now talks of “complemen- 
tarity”; Belarus of “adding extra wings” to a 
traditionally Russia-only approach. There are dif- 
ferences, of course. Some states hover closer to 
one pole, some to another. Some play on different 


dimensions: While most. are balancing between 
Russia and the West, some also attempt to divide 
the EU and United States, or divide the EU inter- 
nally; and some play more with third parties, like 
Azerbaijan with Iran and Turkey. 

Finally, ‘some have more resources than others. 
Armenia, for example, with its isolated economy 
and security dependence on Russia for retaining 
Nagorno-Karabakh, has relatively narrow foreign 
policy options. Its economy already falls under 
substantial Russian influence (railways, energy, 
and telecoms are all Russian-owned, though trade 
patterns are diversified). Yet even Armenia is try- 
ing to balarice by boosting trade with the EU and 
inviting EU involvement in a diplomatic Academy 
_ that it opened in February 2010. 

Georgia uses a more extreme version of geo- 
political brinkmanship: Its foreign policy largely 
depends on perpetual conflict with Russia to win 
international attention. and support. But at the 
same time, Georgian officials are highly selective 
in what they adopt from the acquis communattaire. 
Thilisi.calls this model “selective convergence” 

Moldova and Ukraine 2 4 
are the-most pro-European 
countries in the region. at an 
abstract level, but their sover- 
eignty games prevent virtual . 
Europeanization from’ becom- 





Moscow itself complains of : 
its lack of reliable friends, 
even in countries like sails 
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with the EU or the United States. asa bargaining 
chip in their dealings with Rússia. 

Even Belarus has been: forced. to_play.-the bal- 
ancing ‘game more openly in-recent years, since 
the last election in 2006. Lukashenko survived 
that vote with a highly Moscow-centric strategy— 
posing as a bulwark against color revolution—but 
as soon as it was over Russia. ‘Began to cut back its 
support. The global economic crisis, then under- 
mined the viability” of’ ‘Lukashenko’s economic 

“model,” which was,not based on domestic suc- 
cess but on big oil and gas subsidies, Russia as 
a soft export market, and numerous schemes 
and scams under the cover of the Russia-Belarus 
“union.” Minsk has been scouring the. world in 
search.of resources ever since,-with some success. 

Azerbaijan is ‘perhaps Russia’s only neighbor 
that plays the sovereignty. game with true equidis- 
tance. It has a strong local discourse that advocates 
a “sovereign and evolutionary”:model of democ- 
racy, opposing “indoctrination” and “rejecting 
Western intervention in internal affairs,” as Ramiz 
ERIEN the head of the presidential administra- 

tion,-puts it. But this relative 

? independence comes from vast 

energy reserves,. Azerbaijan's 
Z geographic position (the EU is’ 
too far-away for EU member- 
: Raa tobe‘ a’ real aspiration), 





ing real, which leads to a 
depressing cycle of declarative 
breakthrough followed. by inevitable disappoint- 
ment. Since Yanukovich’s election as president. in 
February 2010, Ukraine has shifted eastward and 
prioritized “stability” over real democracy and 
reform. The Orange Revolution was undermined 
by internal political competition and a lack of state 
capacity to deliver.on reform promises. But: it was 
also undermined by a Titoist foreign policy game 
that won local elites just enough resources (finan- 
cial support and political attention) to be lazy about 
domestic reform and to avoid :the conditionality 
process for EU or NATO accession. In Moldova, the 
“Alliance for European Integration” government 
formed in 2009 may fall victim to the same “Orange 
disease”. of infighting and state incapacity. 
Armenia, Belarus, and even Abkhazia (not a 
state, but still a separate political entity) play the 
game closer to Russia, particularly in- terms of 
security policy. They widely replicate the Russian 
“sovereign democracy” model—in Belarus 
Lukashenko claims to have invented the idea. But 
these states still use the threat of rapprochement 





and ‘a balancing. ‘policy that 
` “Includes 1 Iran.. 


Tiroist GAMING ` l , 

The new East European Titos.are greedy rath- 
er than isolationist. They have developed a vari- 
ety of balancing: strategies that create problems 
for the outside world. One such strategy is too 
big to fail. Ukraine, at least, can play this gam- 
bit. But the western ‘trio of states in particular 
(Ukraine, Belarus, and Moldova) often play up 
the consequences of their own problems, such as 
migration and crime, for their neighbors. Even. 
the prospect of becoming:a “failed state” and an 
exporter of security: problems can- be used as a 
bargaining chip. 

A second strategy is the threat to reposition. 
The-new states all use various degrees of implicit 
blackmail against both Russia and the EU and 
NATO to extract concessions under the threat of a 
sudden volte-face to the west or east. 

Third is inviting other players. The current 
favorite party crasher is China. In addition, 
Azerbaijan has links to Iran. The Russian energy 
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monopoly Gazprom has invested $200 million in 
an Armenia-lIran pipeline to limit its potential as 
an alternative line of supply. Belarus's flirtation 
with Iran has yet to bear fruit, though its oil and 
defense relationship with Venezuela has resulted 
in a $500 million credit. 

Fourth is asset blackmail. Both Uleaine and 
Belarus have exploited their energy transit sta- 
tus. Ukraine and Russia still argue over who 
caused the January 2009 natural gas crisis—but 
Ukraine certainly exploited the aftermath by 
demanding billion-dollar loans from the EU or 
international financial institutions in the summer 
of 2009 (to meet “impossible” payment obliga- 
tions that it somehow met anyway). Belarus has 
recently added the threat of cutting electricity to 
Kaliningrad, which used to get a third of its sup- 
ply from Lithuania’s nuclear plant at Ignalina, a 
plant that closed at the end of 2009. Belarus made 
rumbling noises about Russia’s radar station on its 
territory during a 2010 oil dispute. 

A fifth balancing strategy can be called negative 
blackmail. While the EU waits for others to meet 
its criteria to join, Russia’s regional ambitions 
often lead it to set up. organizations that it is keen 
for others to join up front. States like Belarus 
have therefore been able to gain political capital 
by going slow on the Customs Union with Russia 


and Kazakhstan and in recognizing Abkhazia and’ 


South Ossetia. Belarus, together with Uzbekistan, 
has long resisted joining the rapid reaction forc- 
es of the Russiafi-led Collective Semy Treaty 
Organizatioti;: ; 

Sixth is indlispensability blackmail. ET 
reinvented himself as a bulwark against “color 
revolution” after 2004. Armenia and Azerbaijan 
did likewise, testing methods of political control 
that could also be used to prevent mass protest in 
Russia. The southern Central Asian states in par- 
ticular play the indispensability card, as bulwarks 
against the spread of radical Islam. 

A seventh may be termed the Grand Old Duke 
of York strategy, after the English children’s nurs- 
ery rhyme (“Oh, the grand old duke of York, he 
had ten thousand men; he marched them up to 
the top of the hill, and he marched them down 
again”). -Lukashenko is adept at inventing prob- 
lems that he then òffers to solve: from constantly 
restocking prisons with political prisoners to the 
current conflict with ethnic Poles in advance of 






both Belarusian and Polish presidential elections. 
Azerbaijan seeks to gain credit by not fulfilling its 
regular threats to divert energy exports to Russia. 

Finally there is exploiting bad behavior. 
Yanukovich’s good: reception in Brussels imme- 
diately after his election in February 2010 was in 
large part aimed at turning a potential enemy into 
a potential friend. There is an obvious danger of 
moral hazard here, just as when the EU increased 
its assistance to the Palestinian territories ae 
Hamas won elections in 2006. 


WESTERN OPTIONS . 

Titoism has migrated from its original home 
in the Balkans, where EU influence and oversight 
are much stronger, and is now well entrenched in 
Eastern Europe. But what, if anything, should the 
West do about it? 

The game of balance only works as long as each 
side is bidding for you; so ignoring the new Titos 
is a surprisingly feasible option. The failings of 
“Orange” politicians in Ukraine and Saakashvili's 
perceived adventurism in Georgia have :already 
contributed dramatically to the Wests expansion 
fatigue, which can easily be exacerbated by the 
memory of past blackmail. America’s apparent 
lack of interest in the region may be a portent. 

‘The opposite reaction is bypassing—to contin- 
ue engagement in the region, but to decide things 
over the heads of local states ‘and their potential 
veto power, as with the US.concessions to Russia 
on missile defense, or the EU’s groping toward 
some form of multilateral solution to the problem 
of energy transit through Ukraine and Belarus. 

The best option is to maintain engagement 
with Eastern Europe without granting local elites 
the resources to prolong or extend their bal- 
ancing games. This means concentrating more 
on:-building up local civil societies, and slowly 
strengthening economic interdependence so that 
realignment threats are less ‘credible. It ought 
to mean opening up Western universities to 
thousands of students from the region and fast- 
tracking visa liberalization so that general publics 
become more pro-European. It ought also to mean 
Western assistance in freeing up local media mar- 
kets, defending beleaguered journalists, and diver- 
sifying internet connections in Eastern Europe. 
But recognizing that the game is ca: prayed is 
the first step. . 
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Kyrgyzstan on the Brink 


ALEXANDER COOLEY 


n April 2010, for the second time in five years, Because of all these issues—the attempt to revi- 

street protests in major Kyrgyz cities precipi- talize democratic institutions, the unstable situa- 

tated the sudden downfall of a Kyrgyz regime. tion in the south, regional demonstration effects, 
This time, following a series of protests in north- and the importance of Manas—it is vital that the 
ern Kyrgyzstan against President Kurmanbek United States act swiftly and decisively not only to 
Bakiyev, demonstrators in the capital of Bishkek support the new government in Bishkek, but also 
stormed: government institutions. The president to broaden engagement with the Central Asian 
received little support from his security services _- country in order to protect itself from a mounting 
and fled, initially to his stronghold. of Osh in the anti-American political backlash. It is also impera- 
‘south of the country, then to exile in Belarus. tive that the United States collaborate with region- 
Former opposition figures, led by the respected al powers, especially Russia, to support all parties’ 
‘senior diplomat Roza Otunbayeva, seized power, common interest in stabilizing Kyrgyzstan’s politi- 
formed an interim government, and appealed for cal institutions. The alternative—intensified geo- 
international recognition, maintaining that they political competition—could further destabilize 
were restoring democracy and constitutionalism the country and change it from a collapsing state 
to their impoverished Central Asian nation. ‘into a bona fide failed state. 


These events’. provoked concern and alarm `` 
in the West.. Some believed that behind the THE BAKIYEV LEGACY 





-scenes the Russian Federation had orchestrated Bakiyev came to power in the wake of the 2005 
Bakiyevs toppling, following a severe deteriora- Tulip Revolution promising to introduce new 
tion in Russian-Kyrgyz relations over the past democratizing reforms and rid the country of the 
year. Immediately, US attention: focused on the excessive corruption associated with the presiden- 
légal status and future of the Manas- Transit cy of Askar Akayev. Bakiyev accomplished neither 
Center, a military airbase just outside Bishkek that goal. Instead, he quickly established himself as a 
plays a critical role in supporting American-led new authoritarian ruler, delaying and then scrap- 
operations in Afghanistan. - - ping altogether promised constitutional reforms, 

Two months later, severe violence between while elevating family members to important state 
ethnic ‘Kyrgyz and Uzbeks broke out across positions. 
southern Kyrgyzstan, on a level not seen since Bakiyev and his political allies ran’ Kyrgyzstan 
late Soviet times. These clashes underscored the like a criminal syndicate, expropriating whatever 
weakness of central authorities in the capital. money-making assets they could seize—including 
They also drew attention to`the seeming pow- thé national electricity company, all major banks, 
erlessness ‘of regional actors and security orga- and companies providing services and fuel to the 
nizations to respond adequately to the power military base—and turning them into their per- 
vacuum. sonal revenue sources. 
sesno m eeno ann - Coupled with this brazen new level of corrup- 

"ALEXANDER COOLEY. is an associate professor of political sci- tion, Bakiyev dealt harshly with opposition to his 
ence at Barnard. College and Columbia University’s Harri- - rule. Political opponents, ‘investigative journalists, 
man Institute. He conducted research for this essay as a fellow = and political analysts were routinely intimidated 
with the Open Society Institute. Cooley is the author of Base ; se 
Politics: Democratic Change and the US Military Overseas or even killed. In March 2010, just a month before 
(Cornell University Press, 2008). his ouster, Bakiyev announced in a speech that 
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Western standards of human rights and democ- 
racy were culturally inappropriate for the Central 
Asian country. In 2009, for the first time since the 
Tulip Revolution, the democracy-monitoring orga- 
nization Freedom House rated Kyrgyzstan as “not 
free,” moving it from the “partially free” category. 

Since December 2001, the main US strate- 
gic interest in Kyrgyzstan has been maintaining 
access to the Manas Transit Center, which hosts 
refueling operations and stages American troops 
and supplies headed for Afghanistan. Bakiyev 
used the base to extract ever-greater rental pay- 
ments and private concessions from Washington. 

In February 2009, the Kyrgyz leader attempted 
his biggest geopolitical gambit. At a joint press 
conference, in Moscow with Russian President 
Dmitri Medvedev, Bakiyev announced he would 
close the US base in anticipation of a $2 bil- 
lion Russian aid and investment package. The 
announcement triggered frenzied negotiations. 
Many US officials dealing with the issue were new 
appointees of the Barack Obama administration 
facing their first real foreign policy test. 

As it turns out, just after 
Bakiyev collected a $300 mil- 
lion payment from Moscow, 
he signed a new agreement 
for Manas with the United 
States in June 2009. The 


_ Events in Kyrgyzstan. will have 
important implications for the 
‘broader Central Asian region. 


‘ment of criticism that dismayed the Kyrgyz politi- 


cal opposition and civil society activists. 


LEARNING THE WRONG LESSONS 

American defense officials in particular drew 
parallels to recent US relations with Uzbekistan, 
where the United States had an important airbase 
at Karshi-Khanabad (K2) until 2005. The Uzbek 
government that ‘year evicted the US military, 
from K2 in response to American criticism of the 
regime's human rights practices following its vio- 
lent crackdown on demonstrators in the 2 or 
Andijon. 

US defense officials believed that pressing 
the Kyrgyz government about governance and 
democracy- issues ‘would place the Manas base 
in jeopardy. Therefore, the United States would 
tolerate Bakiyev’s authoritarian excesses in order 
to preserve regime stability. Perversely, increased 
government-sponsored violence came to be inter- 
preted as, in and of itself, evidence of alae 
“stability.” 

But the ATA to Uzbekistan turned out 

to be inappropriate and mis- ` 

leading. For one, Kyrgyzstan’s 
. relatively open political cul- 
ture, with a strong tradition 
-of public protest and civic 
activism, has always been 





agreement raised the annual 
rental payment from $17 mil- 
lion to $63 million. At the time, , the renewal was 
seen as a major triumph for Washington over 
Moscow in the two countries’ jockeying for influ- 
ence across Central Asia. 

However, while-US policy makers success- 
fully outmaneuvered Russia to maintain access to 
Manas in 2009, over the next year American offi- 
cials also made costly mistakes in their analysis of 
the Bakiyev regime's standing within Kyrgyzstan. 
Some US officials did express concerns about 
Bakiyev’s thuggishness and corruption, but most 

- concluded that they could manage their relation- 
` ship with him and successfully maintain access to 
Manas by giving the Kee ruler adequate eco- 
nomic incentives. - 

As a result, Amen officials muted their 
public criticism of the Kyrgyz government, believ- 
ing that Bakiyev remained powerful enough to 
maintain political control. For example, while 
international observers strongly condemned the 
July 2009 electoral fraud that assured Bakiyev’s 
reelection, the US embassy issued a tepid state- 





‘more vibrant than that of its 

authoritarian neighbors. Most 
important, the Tulip Revolution, in which Akayev 
was ousted after the public became- increasingly 
dissatisfied with his authoritarian tendencies and 
corruption, should have-provided ample warning 
as to the vulnerability of Kyrgyz regimes to popu- 
lar discontent and organized protest. 

In March 2005, anti-Akayev protests following 
national parliamentary elections spread from the 
south to Bishkek. And when protesters stormed 
the White House (the presidential office build- 
ing), security services did not intervene on 
behalf of the regime. Similarly, in. April 2010, 
the national’ security services did not defend 
the Bakiyev regime from demonstrators, and 
the government crumbled within 24 hours of 
mass protests reaching Bishkek. In understand- 
ing the potential link between repression and 
political stability, US officials should have heeded 
the lessons of Kyrgyzstan in.2005, not those ‘of 
Uzbekistan the same year. 

In fact, the excesses and EE E cor- 
ruption of the Bakiyev regime rapidly became 


a main cause of antigovernment protests. The 
street protests that sparked the regime collapse 
in early April 2010 were initially, triggered by an 
announcement by the national electricity com- 


pany that it would increase electricity tariffs by 


200 to 300 percent—but that.move was widely 
viewed as lining the pockets of the Bakiyevs, who 
controlled the recently privatized company. 

Thus, it was popular dissatisfaction’ over a 
governance issue that triggered the mobilization 
that brought down the regime. This-remains an 
important lesson for the international community 
to digest, given that many, officials: have simply 

assumed that Central Asian publics expect and 
will tolerate high levels of repression and corrup- 
tion in exchange for political stability. _ 


BASE BACKLASH 


_ .Members of the Kyrgyz interim government 


claim that, during the last’ year of Bakiyev’s tenure, 
< US officials lost all interest in maintaining contacts 
with Kyrgyz opposition forces and’ civil society. 
These members of the government are especially 
critical of Us Ambassador Tatiana Gfoeller, whom 
.they accuse of refusing -meetings with. opposition 
figures ;and downplaying non-security issues in 
the US- -Kyrgyz relationship. 
©. Following the change in governinent, with the 
annual lease for Manas pending, acting President 
Otunbayeva in April renewed the lease for the mil- 
. itary base under the status quo terms of the 2009 
agreement. But she also said that the interim gov- 
ernment wanted in the future to review the legal 
and contractual arrangements governing the base. 
The most politically significant such arrange- 
ments are the contracts that govern the sup- 
ply of fuel at Manas. After the-.collapse of the 
` Akayev regime, it was discovered that the princi- 
pal Western contractors had funneled hundreds 
of millions of dollars in subcontracts to fuel 
providers controlled by the presidents family. 
. Immediately following the: Tulip Revolution in 
2005, then-interim President’ Bakiyev had pro- 
, claimed that the fuel contracts would be changed 
to benefit the people of Kyrgyzstan as a whole, 
and not just the ruling elite. Yet, despite this 
promise, Bakiyev maintained exactly the same 
arrangements. He and his son, Maxim Bakiyey, 
raked in huge profits from exclusive control of 
a half dozen fuel providers, the distribution net- 
- work, and storage facilities. - : 
US officials, realizing that the fuel contract 
issue threatened the legitimacy of the American 
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presence at Manas, scrambled to make amends 
with the new government. In June 2010 the US 
Department of Defense rebid the tender for the 
Pentagon's fuel contract, a ‘major concession to 
the Kyrgyz interim government. At the same time 
Michael McFaul, the senior director for Russian 
and Eurasian affairs at~the National Security 
Council and President Obama’s special envoy (as 
well as a Current History contributing editor on 
leave), made several trips to Bishkek in an attempt 
to repair US-Kyrgyz relations. He emphasized that 
Washington wished to expand engagement with 
the Central Asian country beyond. just the ques- 
tion of the Manas base. In July 2010, US officials 
pledged $45-million in assistance to Kyrgyzstan at 


-... an international donors’ conference. 


Yet, despite these concrete steps and financial 
pledges, the attitude toward the United States ` 
among most Kyrgyz politicians and citizens rang- 
es from, skeptical to hostile. With a parliamen- 
tary election scheduled for October 2010, and 


_a presidential election in December .2011, it is a‘ 


near certainty that the legal status of Manas will 
become a-major issue in political campaigns, and 
that populist politicians will take every opportu- 
nity to campaign against the base and the Bakiyev- 
era contract excesses. As in. other democratizing 


_nations that host bases, the US military facility and 


its underlying legal arrangements will be scruti- 


_ nized and politicized even further in upcoming 


election cycles. : 


ADVANTAGE MOSCOW? 

The popular explanation among outside observ- 
ers for the events of-April 2010 is that Moscow 
planned and staged the toppling of Bakiyev in 
response to the deterioration of Russian-Kyrgyz , 
relations over the past year: The Kremlin was 


- indeed; livid at Bakiyev’s double cross when he 


failed to close Manas after receiving Moscows 
economic assistance package. 

In addition, Russian defense planners had 
become concerned about military-to-military assis- 
tance and cooperation between the US and Kyrgyz 
armed services. The opening of an American- 


. funded Kyrgyz special forces training center in 


2009 in the northern town of Tokmok, as well as 
the announcement in the spring of 2010 that the 
United States would help the: gi pyERMent 
construct an antiterrorism T in ae of 
the country, signaled ‘tha Caine ae j 

tion with Bishkek was ad i io Wwe 7 







activities of the Manas Tra 1 Sa A: 
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Several members of the interim government 
were rumored to maintain ties with Russian politi- 
cal actors, and a few were’even in Russia before 
Bakiyev’s ouster, leading to speculation that they 
received funding from abroad. The Kremlin’s quick 
recognition of the Otunbayeva government—and, 
shortly afterwards, President Medvedev’s invita- 
tion to the acting Kyrgyz president to attend 
an informal summit of the Commonwealth of 
Independent States in Moscow—further signaled 
that Kyrgyzstan’s foreign policy orientation would 
swing back toward Russia. 

However, to view Bakiyev’s overthrow as 


the result of a premeditated plot hatched in. - 


Moscow oversimplifies a complex set of domes- 


tic and regional dynamics. Moreover, just as . 


several Western-affiliated actors—most notably 
democracy-promoting nongovernmental orga- 
nizations—took credit in 2005 for their limited 
role in the onset of the Tulip Revolution, so have 
various Russian actors and organizations exag- 


gerated their involvement in the events of April 


2010 in order to elevate 
their own importance. 
Russia played an 
important part in the 
events of April 2010, but 
it did so mostly by wield- 
ing various mechanisms 


Many officials have simply assumed 
that Central Asian publics will tolerate 
high levels of repression and corruption 
in exchange for political stability. 


provided by Russia: Under the terms of EuraSec, 
the Eurasian economic community, Kyrgyzstan 
had imported Russian fuel at a subsidized price, 
but Moscow ended this arrangement on April 


`1, 2010, as part of its commitment to creating 


the tighter Russia-Kazakhstan-Belarus Customs 
Union. i 

The anticipated increase in fuel prices is what 
drove the Kyrgyz government to hike electricity 
prices, which in turn prompted the outbreak of 
antigovernment protests in the northern cities of 
Talas, Naryn, and Bishkek. Thus, both Russian 
media and economic pressure put a considerable 
strain on Bakiyev’s regime. |. 

Even so, Russia’s involvement in the E 
of Bakiyev has been overplayed by other Eurasian 
governments with a political interest in highlight- 


` ing Moscow's -active hand. Most prominently, 


Georgian President Mikheil Saakashvili has been 
keen to emphasize Moscow’s involvement in 
Kyrgyzstan as a cautionary tale about what could 
mappe to. the pro-Western government in Tbilisi. 

Belarus. President 
Alexander Lukashenko, 
now providing asylum. to 
Bakiyev, condemned the 
inaction of the regional 
Collective Security Treaty 
Organization (CSTO) and 





of “soft power” to attack 
and discredit the Bakiyev 


regime. Starting early in 2010, Moscow-based ~ 


media launched an all-out assault on Bakiyev, 
accusing him of corruption, repression, and nepo- 
tism, and exposing a number of government scan- 
dals. High-profile attacks in Kyrgyzstan against 
ethnic Russian media commentators and political 
opposition figures were given prominent coverage 
in the Russian press. 


Given that a large proportion of Kyrgyz speak 


Russian and gather their information from Russian 
outlets, this media blitz went a long way toward 
eroding the governments legitimacy. Over the last 
few weeks of the Bakiyev-regime, Russian media 
coverage of Kyrgyz politics took on an almost sur- 
real spin, as Moscow-based programming became 
the main critical voice regarding Bakiyev’s human 
rights practices, while US and Western organiza- 
tions and media outlets remained considerably 
more muted. t 

A second Russian lever that proved highly 
effective in destabilizing the Bakiyev regime was 
the removal of a long-standing energy subsidy 


Bae E3 


questioned the value 

i of ` belonging to such 
an organization led by Moscow in light of the 
Kyrgyz regime change. Uzbekistan's leaders, too, 
expressed fears that Moscow's support for the new 
government was designed to gain a stronger foot- 
hold in Central Asia, where its influence had been 
receding in recent years. 


VIOLENCE IN THE SOUTH 

The fragility and weakness of the interim 
government would be revealed just a couple 
of months after it took power, when ethnic- 
based violence eruptéd in June 2010 in southern 
Kyrgyzstan. The sotithern part of the country is 
divided from the north by a vast mountain range. 
Ethnic Uzbeks comprise about 15 percent of 
Kyrgyzstan’s total population, but up to half of 
the population of the major southern cities of Osh 
and Jalalabad. In addition, a series of Uzbek vil- 
lages and enclaves line the Kyrgyz-Uzbek border 
that is part of the Ferghana Valley. Since Soviet ` 
times, ethnic Uzbeks have tended to control com- 
mercial activity and trade (formal and informal), 


while. ethnic Kyrgyz have been overrepresented 
in regional government and have wielded the 
administrative resources of the state in these 
areas. Bakiyev, who wasan ethnic Kyrgyz from 
the south, had exacerbated many of these tensions 
by staffing southern political positions with fam- 
ily members -and loyalists at the expense of the 
Uzbek community—which, initially, was broadly 
. supportive of the interim government. : 

This year’s ethnic violence was, in both ferocity 
and scale, the worst in two decades and caught the 
Kyrgyz interim government and the international 
‘community by surprise. After disputes broke out 
on June 9 in the markets of Osh and Jalalabad, 
members of local communities immediately mobi- 
lized into. armed gangs with ethnic affiliations. 

. Uzbek neighborhoods were raided and torched by 
` Kyrgyz gangs, while Uzbek homes and businesses: 
in mixed neighborhoods were also targeted. Law 
enforcement ceased to- function. and, according 
to some reports, Kyrgyz security officials actually 
aided the gang Violence against Uzbek groups. 
There were. also reports of widespread sexual 
violence, as well: as broad discrimination against 
Uzbeks in the administration of relief supplies and 
medical attention to the injured. 
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On June 12 the interim government declared 
a state of emergency and appealed to Russia to 
intervene militarily in-the south to restore order, 
a request that Moscow denied. One day later; 
authorities in Bishkek started calling up reservists 
to send to the south, but these recruits’ general 
lack of training and their ethnic Kyrgyz’ back- 
ground further signaled that the interim govern- 
ment lacked both the capacity and the credibility 
to adequately restore order. 

. International organizations -estimate that 
around 2,000 people were killed in the violence; 
most of them Uzbeks, while up. to 400,000 resi- 
dents, again mostly Uzbeks, were. displaced from 
their homes. About 100,000 fled ‘to- neighboring 
Uzbekistan. By the-end of June, a.tense calm had 
returned to the south, but the'visible signs of the: 
conflicts remained, with entire neighborhoods 
abandoned and the two-ethnic communities now 
effectively separated. - 

“As with the last outbreak of Uzbek-Kyrgyz vio- 
lence in late Soviet times, the so-called ‘Osh riots” 
of 1990, the enabling cause of the.violence seems 
to have been the lack: of central authority in the 


‘south. Bakiyev’s main base of support was in the 


south and the interim government in Bishkek had 
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a tenuous hold on state institutions there, espe- 
cially the police and security services. After the 
change in government in Bishkek, the governance 
of the south was exclusively in the hands of local 
mayors, governors, and criminal networks. 

Supporters of the: Otunbayeva government 
contend that the violence .was clearly premedi- 
tated and triggered by pro-Bakiyev factions. Vice 
Prime Minister Alniazbek Atambayev accused 
Maxim Bakiyev of paying out $10 million to 
various gangs to instigate the riots. But whatever 
havoc the Bakiyevs may have planned and spread 
through their allies and cronies, the ferocity of 
the violence and the incapacity of state structures 
to adequately protect minority communities—as 
well as the numerous reports that Kyrgyz security 
services actively partook in the violence—exposed 
the weakness of the new government in Bishkek 
and the precarious state of political order in the 
impoverished Central Asian state. 

Against the advice of many international observ- 
ers and nongovernmental organizations, the inter- 
im government proceeded on June 27 with its 
plan to conduct a national 
referendum on adopting a 
new constitution. The refer- _ 
endum officially appointed 
Otunbayeva to the post of 
president until December 





This year’s ethnic violence was, 
in both ferocity and scale, the 
worst in two decades. 


unstable political -environment, where constant 
elections and political competition among nation- 
alist politicians are likely to keep:the base and its 
legal status on the political agenda, US officials are 
preparing for a rocky year and a half. Attempts to 
broaden the US-Kyrgyz relationship are needed, 
but may be insufficient to stem.the mounting 
political backlash: directed at the United States 
and Manas. 

Already, members of the interim government 
have declared that should the United Kingdom 
fail to extradite Maxim Bakiyev, who has sought 
political asylum there, Kyrgyzstan will evict the 
United States from Manas. US officials can expect 
Kyrgyzstan’s government and political elite to 
make other such linkages between international 
and domestic issues and the status of the base. 

But beyond the Manas issue, events in 
Kyrgyzstan will have important implications for 
the broader Central Asian region—implications 
of which Western policy makers also should 
be mindful. First, the sudden regime change in 
Kyrgyzstan and the country’s turn back toward 
democratization have unset- 
tled what had become a con- 
sensus that all of the Central 
Asian countries would be 
permanently stuck with 
varying degrees of authori- 





2011, without the possibil- 
ity of renewal past that date; 
established a new political system that transferred 
executive powers from the presidency to the par- 
liament; and scheduled new parliamentary elec- 
tions for October 2010. 

But the violence in the south led the Organization 
for Security and Cooperation in Europe (OSCE) to 
withdraw its election-monitoring mission from 
the region. And the displacement of hundreds of 
thousands of citizens in the south, most of them 
ethnic Uzbeks, cast doubts on how representative 
the results of a referendum could ’be in the midst 
of a complex emergency. Supporters of the interim 
government countered that postponing the bal- 
lot would simply hand.a propaganda victory to 
Bakiyev. In the end, the referendum proceeded 
and passed, opening yet another new chapter in 
Kyrgyzstan’s volatile poe history. 


WHAT'S AT STAKE? 

Kyrgyzstan’s collapse into a failing, state has 
obvious’ implications for US interests, especially 
the future of the Manas Transit Center. In an 


St 





tarian governance. (In fact, 
the interim government and 
the new parliament face enormous challenges, 
and unless the Kyrgyz state can regain some of 
its lost capacity and authority, the prospects for 
democratic consolidation remain dim. 
Nevertheless, Kyrgyzstan’s 2010 “revolution” 
has unnerved other regional leaders who had 
grown accustomed to maintaining the political 
status quo. For weeks neither Uzbekistan nor 
Turkmenistan reported the overthrow of Bakiyev 
to the publics in-their countries, while President 
Emomali Rakhmon of Tajikistan denounced 
events in Kyrgyzstan and criticized the failure 
of regional security organizations to deal with 
the situation effectively. President Nursultan 
Nazarbayev of Kazakhstan viewed events with 
great trepidation and kept the Kazakh-Kyrgyz bor- 
der, vital for Kyrgyz exporters, closed for months 
after Bakiyev’s ouster. And while Moscow was 
supportive of the interim government, it also sent 
consistent signals to political reformers in Bishkek 
that it did not favor their attempts to create a pre- 
dominantly parliamentary form of government. 


Clearly, should the latest Kyrgyz experiment 
with democracy yield an improved government 
and be deemed at least a partial success, neigh- 
boring Central Asian rulers will once again have 
to confront pressure to liberalize and reform. On 
the other hand, should Kyrgyzstan descend fur- 
ther into political chaos, ethnic strife, and state 
collapse, the region’s other governments will have 
a ready-made model of “democratic disorder” 
to point to as a rationale for not loosening their 
authoritarian grip. 

Second, the violence in the south has created a 
pressing security problem in the heart of Central 
Asia. The lack of central authority in southern 
Kyrgyzstan, along with continued narcotics. traf- 
ficking and the dominance of local criminal 
groups in the area, has created a large pocket of 

` effectively ungoverned territory in the heart of the 
Ferghana Valley. This valley is strategically impor- 
tant because it spans three Central Asian countries 
and has been the site of political protests, social 
mobilization, and border incursions by militant 
groups: — 

The lack of central authority in the ‘south may 
create fertile ground for the incubation and mobi- 
lization of militant Islamic movements and other 
transnational actors and their political allies. For 
neighboring Tajikistan and Uzbekistan in par- 
ticular, the situation in Kyrgyzstan ‘has opened 
a second front of instability and a new pressing 
security concern, just as the conflict in northern 
Afghanistan is also escalating. 

Third, contrary to claims that Moscow’ region- 
al position was strengthened by the events in 
Kyrgyzstan, the collapse of the Bakiyev regime 
and the violence in the south have revealed the 
ineffectiveness of existing regional security archi- 
tectures and mechanisms. Moscow’ effort to bind 


the Central Asian countries to the obligations of 


the CSTO has only revealed that organization's 
practical ineffectiveness and persistent political 
obstacles. 

In theory, the violence in Kyrgyzstan might 
have seemed tailor-made for CSTO military inter- 


vention, as the collapse of political order in an 


impoverished Central Asian state threatened to 
destabilize the region. Moreover, the interim 
president, Otunbayeva, initially called for CSTO 
intervention to assist her government with restor- 
ing order in the south. Even so, the CSTO was not 
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mobilized. Uzbekistan, which has been drifting 


` out of Moscow's orbit for some time, strongly 


objected to the presence of Russian or any other 
third-party troops on its doorstep. And it is also 
unclear how much support existed in Moscow to 
undertake a peacekeeping mission in the heart of 
Central Asia with no clear mandate or timetable 
for withdrawal. 

Similarly, the Shanghai Cooperation 
Organization (SCO)—the regional security group 
headed by China and Russia that also regularly 
trains for anti-regime change scenarios—was 
completely passive as conditions in Kyrgyzstan 
deteriorated, emphasizing the SCO’s practical 
inability to deal with a real- life crisis, despite its 
claims of close security cooperation. The fact 
that neither the CSTO nor the SCO could mobi- 
lize a regional response to cope with events in 
Kyrgyzstan has seriously damaged the credibility 
of both groups as effective regional. security orga- 
nizations. ` 


CHANGING THE RULES OF THE GAME 

What, is desperately needed to secure 
Kyrgyzstan is for regional actors to suspend their 
geopolitical maneuvering and their posturing 
over each others military presence. They need 
instead to work together to develop mechanisms 
of governance that can stabilize the political, 
economic, and social situation in the embattled 
Central Asian country. ‘The recent international 
donors’ conference, which pledged increased 
support for the new government, was a good 
step. So is the OSCE’s announcement that it will 
deploy a 50-person police force to the south, 
though that initiative clearly still falls short of 
providing the kind of robust international pres- 
ence that will guarantee political order and pro- 
tect minority rights. 

Presidents Obama and Medvedev and their 
immediate advisers seem to have grasped the 
need for cooperation and have been collaborating 
more closely on the Kyrgyz problem. However, it 
remains unclear whether the. two leaders will be 
able to transmit this new cooperative spirit across 
the various agencies, bureaucracies, and interests 
within the Russian Federation and the United 
States that have grown accustomed to viewing 
geopolitical maneuverings in Central Asia i in real- 
politik, zero-sum terms. E 


© (PERSPECTIVE 





How to Bury the Cold War 


DMITRI TRENIN | 


ver the past two years, concerns about 
Europe's security have eased. This is due 
to the marked improvement in US-Russian 
relations that has followed from President Barack 
Obama’s foreign policy “reset,” as well as from 
Moscow's outreach to the West as it searches for 
resources to help it achieve a technological mod- 
ernization. The Georgia war of 2008 is now a 
distant memory. So too, with NATO's enlargement 
on hold, are tensions between Moscow and Kiev. 
Yet the fundamental issue that almost led to 
collision in Europe’s east two years ago is still 
unresolved: A number of countries on the con- 
tinent, including Georgia, Ukraine, and Russia, 
are not part of any meaningful European security 
system. l 
The idea that such a system could be’built by 
enlarging NATO and the European Union all the 
way to the Russian border, while giving Moscow 
the sop of a special partnership with the alliance 
and union, worked up to a point. But 2008 dem- 
onstrated that the. safe limits of NATO’s eastern 
expansion had been reached. 
An alternative system proposed in 2009 by 
-Russian President Dmitri Medvedev—a League of 
Nations—type collective security arrangement— 
_ is obviously unworkable. It would attempt to 
use simple legalistic instruments to resolve deep- 
‘seated political, strategic, psychological, and 
values-based differences. Before Europe’s securi- 
ty architecture can be redesigned; the foundation 
of the future edifice must be built. 


THE END OF BALANCING 

The immediate objective should not be fitting 
Russia into NATO. That is a great idea whose time 
has passed—or not arrived yet. Rather, the goal 
should be to remove from the strategic equation 
the use of military force between Russia and its 
neighbors, and between Russia and the United 
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States or NATO. To put it differently, military bal- 
ance must be replaced with mutual accommoda- 
tion, restraint, and, increasingly, trust. 

This, if achieved, would effectively extend 
to the entire European continent the zone of 
stable peace that has existed in North America 
and Western Europe since the 1950s, and that 
has ‘recently come to include Central Europe. 
The Balkans, the Caucasus, Belarus, Ukraine, 
Moldova, Kazakhstan, and Russia would all be 
part of a common security community with NATO 
member states. 

This is not a pipe dream. Two principal factors 
currently inform Moscow’s security policy. The 
first is the country’s inability to keep the balance 
with the United States and NATO, even as.Russia 
faces real security threats along its southern facade 
and contends with strategic uncertainties in the 
east. The second is the Kremlin leadership's belief 
that the nation’s international status and indeed 
its future depend on the ability to modernize its 
économy and society. A companion belief is that 
Russia will not be able to modernize on its own. It 
has to reach out for external resources, especially 
from Europe and North America. 

To be sure, it would be wrong to mistake 
Moscow's attitude about modernization for a 
readiness to “bandwagon” with the United States. 
Russia will continue to insist on strategic indepen- 
dence. The country’s political system will eventu- 
ally evolve, but not because of a grand bargain 
with the West. Russia’s social system, as well as 
its system of values, will take a long time to mod- 
ernize. Globalization, and particularly direct con- 
tacts with modern European societies, will play a 
paramount role in Russia’s transformation, but the 


- transformation will occur only gradually. 
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At this point, then, it is best for the West to 
focus on strategic accommodation with Moscow, 
and particularly on demilitarizing Russia's rela- 
tions with its neighbors and with the West. 

The way forward, however, does not lie in arms 
control. Arms control in fact betrays a fixation on 
balance and thus only reconfirms an obsolete rela- 


tionship between Russia and the West. To really 


change the relationship, one needs to address two 
central issues that underlie Europe's security in 
the early twenty-first century. 

The first is Russia’s obsession with the aims of 
American power, specifically translated into con- 
cerns over NATO's eastern enlargement, US missile 
and troop deployments, and American efforts in 
democracy promotion. The second is an obses- 
‘sion with Moscow's designs on the part of Russia's 
neighbors, who perceive a desire to bring them 
back into the Russian sphere of influence. 


PARALLEL LEADERSHIP 

On the issue of Russia’s obsession with US 
power, a game-changing innovation would be a 
US/NATO effort to construct with Russia a jointly 
coordinated missile defense system. In terms 
of demilitarization, this would be the function- 


al ‘equivalent of Russian membership in NATO.. 


Regarding regional suspicion of the: Kremlin’s 
motives, a breakthrough could come if Moscow 
made a dedicated effort to 
fully normalize relations not 
only with Poland—the key 
country—but also with the 
Baltic states. Thus, the United 
‘States and Russia should both 
lead, on parallel tracks. 
Russia’s interests in such 
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and Russia might again become adversaries. This 
would have clear and massive implications for 
contingency planning, force deployment, exercise 
patterns, and eventually for nuclear deterrence 
strategies and postures. 

The way forward leads through unilateral and 
mutual strategic restraint, and gradually replac- 
ing balancing with transparency and cooperation. 
Mutual accommodation would mean allowing for 
strategic self-determination in countries such as 
Ukraine, Georgia, Moldova, and Azerbaijan. This 
is not impossible: Kiev now talks about a non- 
bloc status for Ukraine; Chisinau, about national 
reintegration and neutrality. Tbilisi and Baku, of 
course, need to solve currently “frozen” conflicts 
before determining their security status. Solving 
the frozen conflicts, starting with the easiest in 
Transnistria and ultimately addressing the more 
difficult ones in the South Caucasus, would create 
momentum for eschewing archaic strategic rivalry. 

Russia faces a mammoth task of domestic 
transformation, societal and political, as well 
as economic and technologi- 
cal. Security reform. is very 
‘much a part of this. Whether 
Russia is able to modernize at 
this stage will be crucial for 
the purposes of strengthen- 
ing the nascent security com- 








an arrangement are clear. 

Europe, meanwhile—east as well as west—would 
be free from the threat of war, with its energy secu- 
rity assured and “frozen” conflicts either resolved 
or on the way to resolution: Washington would 
benefit in three ways: one, by consolidating the 
security of the entire-Euro-Atlantic region; two, by 
replacing residual great-power competition with 
real partnership; and three, by establishing closer 
US-Russian collaboration across a range of issues, 
from nuclear proliferation to Asian security to 
global governance. 

Two decades after the end of the cold war and 
the collapse of the communist system it is time 
that security in the Euro-Atlantic region finally be 
consolidated. In order to demilitarize internation- 
al relations in Europe, the strategic, political, and 
psychological legacy of the cold war must be dis- 
mantled and new cooperative strategic ties forged. 
This ultimately means fully renouncing linger- 
ing enemy images. National military guidelines 

_ should be purged of notions that the United States 





munity in the Euro-Atlantic, 
arid guaranteeing that it will 
not collapse. Material and mental changes in 
Russia are bound to lead to changes in the way the 
country is perceived elsewhere in Europe and in 
North America. However, de-demonizing Russia 
is a favor other countries could and should do for 
themselves. 

We need to think in new terms. Cold war and 
“great game” language throws countries back by 
reviving ghosts from the past. We need to come up 
with new semantics reflecting the realities of the 
twenty-first century, and develop a new narrative 
that allows advancement to a new identity and 
new relations. This is, in fact, precisely what hap- 
pened between the United States and Great Britain 
at the turn of the twentieth century; between 
Germany and France after World War II; and 
between Western and Central Europe after the 
cold war. The task at hand now is to finish the job 
of making Europe whole at last—by extending the 
security community to the east of the continent, 
without exception. i a 





The Not So Wise Men 


WILLIAM W. FINAN JR. 


bunch of “freaks and nuts.” Thats how 
Ax academi¢ assessed Soviet scholars in 

America during the 1940s. They were a 
motley crew drawn from diverse backgrounds, but 
all possessed an intense interest in understand- 
ing and explaining one of the twentieth century's 
most historic events: the Russian Revolution and 
the emergence of the Soviet Union. ` 

By the time the Soviet Union dissolved in 
1991, those who observed it doing so were pos- 
sibly the most public faces of the political sci- 
ence profession. They were the 
men and (some) women to 
whom the media turned when 
it was time to explain to the 
American public how to think 
about the Soviet Union—and 
to offer counsel on how the United States should 
deal with that country. Yet, when Boris Yeltsin 
announced the disbanding of the Soviet Union 
on Christmas Day in 1991, not one Soviet studies 
scholar could claim that he or she had definitively 
predicted how the USSR would end. 

_ Many, of course, had always * ‘known” that the 
‘Soviet Union would come to an end. But they 
also believed that this would not happen without 
force, whether delivered from within the country 
‘or outside it. Others thought the Soviet system 
would reform itself into something resembling 
“socialism with a human face.” Explaining how 
these competing views came to dominate the pro- 
fession forms the nucleus of the narrative in Know 
Your Enemy, an essential book for any student of 
the former Soviet Union—and anyone who wants 
to understand how scholarship is made when it is 
intertwined with national security concerns. 

A few members of the Soviet studies commu- 
nity have since the cold wars end written their 
own accounts of the profession. These can be read 
as score-settling in some cases, as partisan in oth- 
ers. David Engerman’s book, however, is the work 
of an honest’ broker, someone who is interested 


WILLIAM W. FINAN JR. is Current History's books editor. 


Know Your Enemy: The Rise and 
Fall of America’s Soviet Experts 
by David C. Engerman. 

Oxford University Press, 2009. 
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not in taking sides but in presenting both sides 
with scholarly neutrality. The Brandeis University 
history professor gets an enormous amount right, 
and succinctly so, in encapsulating views and 
providing context. And he ie this not in a dry, 
mechanical literature review! but as narrative his- 
tory, with the scholars embedded in the politics 
and events of the cold war. 

All of these virtues are especially evident in 
the later sections of Know Your Enemy. Engerman, 
after taking us through the development of Soviet 
studies from its nuts-and- 
freaks stage to its eventual 
stature as an established aca- 
demic discipline, fully engages 
with the divided Soviet studies 
community as it emerged in 
the 1970s, when détente began to define US-Soviet 
relations. The division was between those who 
believed the Soviet Union could change internally 
and those who believed it could not. The division 
mirrored political beliefs, with the “left” seeing 
change as possible and the “right” committed to 
the idea that it would not happen, at least in the 
absence of force. 

These debates between Soviet scholars, appro- 
priated as political ammunition by Democrats 
and Republicans in promoting their respective 
policies toward Moscow in the 1970s and 1980s, 
helped make the scholars the most visible public 
intellectuals of their age—a point Engerman does 
not explore. He does, however, make the far more 
important point that the politically charged debate 
and emphasis on punditry di id nothing to develop 
the field of Soviet studies, which had entered a 
period of scholarly stagnation in the 1970s just as 
these divisions appeared. j 

“Debates on America’s Soviet policy,” Engerman 
writes, “seemed tọ drive the analysis of Soviet 
conditions rather than the reverse.” This insight, 
important in its own right, also helps account 
for the academic community's general failure to 
foresee the way in which the Soviet Union would 
come to an end. a 





August 2010 


INTERNATIONAL 


Israeli-Palestinian conflict 

Aug. 20—Palestinian. Authority President Mahmoud Abbas, 
under pressure from the administration of US President Barack 
Obama, agrees to begin a new round of direct talks with Israel 
in the hope of-establishing a lasting piece between Palestinians 
and Israelis. The talks, which are to start in September, are con- 
sidered by most observers to face long odds for success, both 
because similar efforts have failed in the past and because the 
issues separating the 2 sides, such as the status of Jewish settle- 
ments in the West Bank and the future of Jerusalem, are inher- 
ently difficult and controversial. 


AFGHANISTAN 
Aug. 10—The UN Assistance Mission i in Afghanistan reports that 
in the 1st half of 2010 more than 1,200 Afghan civilians died in 


war-related violence, with nearly 2,000 wounded. The numbers 


represent an increase of about 4 compared to the 1st half of 


2009. More than % of the casualties are attributable to insurgent 


activities. Civilian casualties judged the-responsibility of Afghan 
security forces or the US-led military coalition have fallen by 


about 30%, with,the US military having markedly intensified its 


- efforts to limit such casualties. 


AUSTRALIA 

Aug. 21—The Labor Party of Prime Minister ‘Julia’ Gillard, who 
gained her post in June after a Labor mutiny against the for- 
mer prime minister, Kevin Rudd, fails to win a majority in 
the country’s House of Representatives, where governments 
are formed. The Labor Party and a rival conservative coalition 

. begin intense efforts to gain support from a small number of 

independent and small-party legislators. As the days elapse, it 
seems increasingly likely that Gillard will emerge the winner 
and remain prime minister. 


RY oes 


CHINA 

Aug. 16—China’s economy in the 2nd quarter of this year became 
the world’s 2nd-largest, displacing Japan's from the position 
it had held for more than 30 years, based on data-releaséd by 
Japan. ‘Over the next few decades, China’s economy is expected 
to grow larger than that of the US." 


CONGO, DEMOCRATIC REPUBLIC 

Aug. 12—The nongovernmental organization Human Rights 
Watch reports that the Lords Resistance Army, a rebel group 
based in Uganda, has abducted nearly 700 people in the Demo- 
cratic Republic of Congo and the Central African Republic over 


the past 18 months, :killing. over,250 of them. Many of those not 


‘lulled, the NGO says, have ‘been sexually enslaved or pressed 
' ` into service as soldiers. 


GERMANY 


Aug. 13—The German | government teleasés data showing that the _ 
country’s economy grew 2.2% in the 2nd quarter of 2010 com- . 


. pared to the 1st quarter, the-fastest rate of growth recorded in 
over 20 years. French GDP, meanwhile, rose by a more modest 


0.6% in the same period, while the economies of Spain and Por- 


tugal grew Very sluggishly and Greece’s continued to contract. 


INDIA 


Aug. 27—Prime Minister Manmohan Singh orders security. forces 
in Kashmir to use no lethal force against street protesters. More 
than 60 Kashmiri civilians have died-this summer in protests 
against Indian rule, she most serious round of unrest seen in the 
disputed Himalayan region since 1989. 


IRAQ 


Aug. 25—In 13 cities and towns across the nation, insurgents 
stage shootings and detonate car bombs. The attacks, which 
kill at least 51, demonstrate the insurgents’ continued ability 
to disrupt efforts toward political accommodation in Iraq, even 
as the US prepares formally to end its combat operations-in the 
country. 


Aug. 31—Obama in a televised address declares that, in accord 
with a 2008 status of forces agreement, US combat operations in 
Iraq are complete. The roughly 50,000 US troops who remain 
in Iraq, which the US invaded along with coalition partners in 
2003, are to train and assist Iraqi forces before beginning to 
depart the country in the’summer of 2011. * 


KENYA 


Aug. 4—Kenyan voters by about a 2-to-1 margin approve a new 
national constitution. The new charter gives more power to 
localities and establishes a bill of rights, but perhaps more 
notable than the constitution’s substance is the lack of violence 
surrounding the referendum process; in 2007 the country was 
wracked by ethnic’ conflict following a contested presidential 
election. 


KOREA, NORTH 


- Aug. 9—The North Korean military fires mote thari 100 artillery 
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rounds into waters ciosé to 2 islands occupied by the south, in a 
region west of the Korean peninsula where the maritime border 
is in dispute. Seoul says'the shells do not cross into southern 
territory, but the incidént comes amid higher than usual ten- 
sions between the Koreas, with North Korea in March having 

_ sunk a southern naval vessel, and South Korea and the US 
recently having caries ‘out large-scale haval exërcises. 


MEXICO 


Aug. 24—Authorities discover the bodies of 72 Central and South 
American immigrants massacred at a remote ranch in northern 
Mexico, 100 miles fromthe US border: The sole survivor says 
the gunmen identified; themselves as members of the Zetas drug 
cartel. 


NEPAL 


Aug. 23—The Nepalese parliament, in a 5th effort to select a 
prime minister, fails, with candidates from the 2 largest leg- 
islative parties not gaining necessary: support from smaller 
parties. The parliamentary impasse appears increasingly to _ 
jeopardize the country’s political reconciliation process, and 
the basic functioning of the governmenit is suffering as well. 

In May the country: missed a deadline for completing a new 
constitution, a step seen: ås critical for recovery froma decade- 
long civil war. 
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PAKISTAN 


Aug. 11—The UN appeals for $460 million in relief funds to assist 
flood-ravaged Pakistan, where monsoon rains have resulted in 
1,200 confirmed deaths and have put about ¥s of the country 
under water. The flooding eventually displaces about 6 million 
people while devastating the nation’s agricultural sector and a 
great deal of its infrastructure as well. 


RUSSIA 


Aug. 5—Prime Minister Vladimir Putin bans the.export of grain 
due to a severe drought that has ruined crops and driven up 
food prices. The drought, along with unusually high tempera- 
tures, has also produced massive wildfires that have bùrned 
millions of acres of forest and, because of the resulting dense 
smoke, created severe health problems in cities such as Moscow. 


SOMALIA 


Aug. 24—Insurgents from the Shabab, an Islamist group, dis- 
guise themselves in the uniforms of the national military and 
in a Mogadishu hotel systematically kill 32 people, including 
6 members of parliament. In violence-plagued Somalia, the 
attack is notable because it occurs within the small section of 
the capital city that is controlled by the countrys transitional 
government—an entity that, it is widely believed; would quickly 
collapse without support from the African Union. 


SOUTH AFRICA 


Aug. 18—Public sector workers begin a massive strike, paralyz- 
ing the country’ health and education services, after the gov- 
ernment refuses union demands for an 8.6% wage hike. The 
Congress of South African Trade Unions and the Communist 
Party, the strike leaders, have grown increasingly disgruntled 
over the economic policies of President Jacob Zuma, who 
courted left-wing support when he sought election last year. 


SUDAN 


Aug. 4—Alain Le Roy, the head of UN peacekeeping operations, 
` says in public comments that violence has increased once again 
in the troubled Darfur region of Sudan, after some improvement 
in 2009. UN statistics show that so far in 2010 violent deaths in 
the region exceed, at 832, the total for all of last year. 


UNITED STATES 


Aug. 6—The Labor Department reports'that the US economy 
gained 71,000 private-sector jobs in‘June, but lost 131,000 jobs 
overall, as public-sector losses exceeded private-sector gains. 
The unemployment rate remained 9.5%. 


Aug. 13—Obama, in an effort to reduce illegal immigration into 
the United States, signs into law a $600 million measure that 
sends additional government agents and equipment to the 
Mexican border. Republican critics say the law does not go far 
enough toward securing the border. 


Aug. 24—A national real estate association reports that July sales 
of existing homes dropped 27% compared to June, reaching 
the lowest level recorded in more than 10 years. The decline is 
partly attributable to the expiration of a popular tax credit for 
homebuyers, but it intensifies fears that the US economy, whose 
recovery has stalled in recent months, may be in danger of expe- 
riencing another recession. 


VENEZUELA l 


Aug. 10—Left-leaning Venezuelan President Hugo Chavez 
holds a meeting with right-leaning Colombian President 
Juan Manuel Santos, who was elected in June, in an effort to 
improve ties between the 2 nations. Strained relations, which 
have centered in part on Bogota’s assertions that Colombian 
insurgents have used Venezuelan soil as a base for operations, 
have caused trade between the countnes to drop dramatically 
in recent years. 
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COMING IN DECEMBER 
The Middle East 








AS EVER, WORRISOME QUESTIONS proliferate in a region 
to which the word “troubled” seems permanently 
attached. If Iran fulfills its apparent ambition to 
acquire a nuclear weapons capability, what will the 
Middle East's power dynamics look like? Can Iraq 
preserve stability as the US military presence continues 
to shrink? How does the current peace initiative play 
among Israelis? And whatever happened to political 
reform movements in countries such as Egypt? Still 
more questions include: What are the implications of 
the demographic reality that Jews will constitute— 
and rather soon—a minority within an expanded 
Israel? How big a threat to their country and to the 
region are Yemen's insurgents? And what is life like 
for homosexuals in the Middle East? Current History's 
December issue will take up these and other inquiries. 
Topics scheduled to appear include: 


e After Iran Gets the Bomb 
Bruce Riedel, Brookings Institution 


e Israelis and the Peace Initiative 
Tamar Hermann, Open University of Israel 


¢ Ethnic Politics and Iraq's Future 
Daniel Serwer, US Institute of Peace 


e The Fate of Arab Political Reform 
Marina Ottaway, Carnegie Endowment 


e Israels Demographic Dilemma 
Sergio DellaPergola, Hebrew University 
Third in a series on demographic challenges 


e Gays in the Middle East 
Brian Whitaker, The Guardian 


e Yemen at Risk 
Lucas Winter, Foreign Military Studies Office, 
US Army 
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A Crisis of Global Governance? 


G. JOHN IKENBERRY 


he governance of the global system is at a 

l turning point. For over half a century, the 

United States and its Western partners have 
dominated the worlds governance institutions. 
Most of these multilateral bodies, such as the 
United Nations and the Bretton Woods financial 
institutions, were founded in the years immedi- 
ately after World War II. Together this complex 
of institutions has provided the organizational 
underpinnings for a relatively stable and prosper- 
ous postwar era. 

. Yet, despite the accomplishments of this 
American-led “old order,” it appears to be 
increasingly out of sync with a world of rising 
states and new global challenges. Power has 
shifted over the past half-century. States such ‘as 
China, India, and Brazil are seeking a larger role 
at the “high table” of global governance. At the 
same time, complex new issues such as climate 
change, terrorism, and failed states are calling 
out for greater cooperation. The demand for gov- 
ernance is growing, yet the supply of governance 
remains uncertain. 

It is in this context that questions have emerged 
about the future of global governance. What are 
the prospects for reform of global institutions? 
Is the postwar system of governance breaking 
down—creating growing disarray and a decline 
in cooperation—or is it evolving toward a more 
inclusive and shared system? Are the United 
States and the other Western states obstacles or 
facilitators of reform? Most importantly, amid 
today’s debates and turmoil over rules and institu- 
tions, what sort of twenty-first-century system of 
global governance is emerging? 





G. JOHN IKENBERRY, a Current History contributing editor, is 
a professor of politics and international affairs at Princeton 
University. He is the author of the forthcoming Liberal Levia- 
than: The Origins, Crisis, and Transformation of the Amer- 
ican World Order (Princeton University Press, 2011). 
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SIGNS OF TURMOIL 

Signs abound that the old arrangements of 
global governance are inadequate to deal with a 
growing array of global players and challenges. 
A comprehensive agreement for sustained inter- 
national action to fight climate change remains 
elusive. The financial crisis of 2008 exposed 
deficiencies in international banking and finan- 
cial regulations. Macroeconomic stabilization and 
adjustment, previously managed by the United 
States in cooperation with Japan and Germany, 
has turned into a more contentious and unstable 
Sino-American undertaking. 

Meanwhile, NATO and other American-led alli- 
ances are increasingly asking basic questions 
about their utility and purpose. The UN Security 
Council remains unreformed and dominated by 
Western states even as global power and wealth 
move east and south. And the Doha Round of 
negotiations, under the auspices of the World 
Trade Organization (WTO), has yet to be com- 
pleted; global multilateral trade liberalization has 
been overtaken by regional and bilateral deals. 

In all these ways, the old system of global gov- 
ernance is strained and troubled. World politics 
today has seemingly outgrown its old institutional 
foundations. Or has it? In this context it is use- 
ful to step back and look at the larger trajectory 
of global rule-making and institution-building. 
Indeed, the most striking aspect of the “old order” 
is that it is actually a relatively adaptable and inte- 
grative system of international cooperation. 

The order that took shape over the past half- 
century has been “liberal internationalist” in char- 
acter. That is, the system is loosely rule-based and 
oriented toward openness and exchange. It is an 
order marked by multiple layers of regional and 
global rules and institutions. The United States 
has presided over this ensemble of governance 
institutions, but it has tended to do so through the 
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exercise of liberal hegemony rather than imperial 
control. These liberal internationalist features of 
the system facilitate governance expansion, evolu- 
tion, and reform. 

The current struggles over global governance 
should not be seen as a slow-motion breakdown 
of rules and institutions. Rather, these struggles 
are simply the most recent example of the chal- 
lenges that are inherent in a world defined by sov- 
ereignty and interdependence. Under American 
hegemonic leadership, a revolution in global 
governance occurred. The resulting order is more 
inclusive and institutionalized than any past sys- 
tem of international governance. 

During the twentieth century, liberal interna- 
tional governance evolved and expanded. It has 
periodically been beset by crisis—profoundly so 
after 1919, and in various ways during the 1970s 
and after the cold war—but on each occasion a 
crisis of liberal governance has been met by new 
layers and realms of cooperation. There is reason 
to think that this pattern of crisis and adaptation 
will continue. 

Paradoxically, the prob- 
lems confronting the cur- 
rent system of rules and 
institutions are largely 
problems of success. The 
states that are rising to chal- 





The old American-led liberal 
governance system has become 
increasingly unstable and contested. 





lenge the old order have 
done so through trade and 
integration into the postwar world economy. New 
challenges arising from economic and security 
interdependence have been generated by the glo- 
balization of markets and the spread of technolog- 
ical capabilities. In a variation on the old Marxist 
dictum, the liberal system of global governance 
has planted the seeds of its own unmaking. 

But these challenges can only be met through 
solutions that ultimately involve the reform and 
expansion of liberal governance—not by ending 
global governance. Although the old liberal sys- 
tem of global rules and institutions is experienc- 
ing problems, the solution is more, not less, liberal 
internationalism. 


THE “OLD ORDER” 

Over the past 60 years, large parts of the 
world have operated within an American-led and 
Western-centered system of global governance. 
It is a distinctive type of order, organized around 
open markets, multilateral institutions, coopera- 
tive security, alliance partnership, democratic soli- 





darity, and American hegemonic leadership. Its 
formation was based on a vision of a “one world” 
system of rules and institutions. 

For decades, this order existed as the “free 
world” half of the cold war bipolar system. With 
the end of the cold war, this “inside” order became 
the “outside” order. It became the organizing logic 
of the wider global system. Only in the past two 
decades, in fact, has it been possible to speak of 
a singular system of global governance. In ear- 
lier decades and centuries, states organized them- 
selves around empires and the balance of power. 
It was after the cold war ended that a “one world” 
system of rules and institutions took shape. 

The roots of this system trace to the decade after 
World War II. Between 1944 and 1951, American 
leaders engaged in the most intensive institution- 
building—global, regional, security, economic, 
and political—that the world had ever seen. The 
UN; the Bretton Woods financial system, includ- 
ing the World Bank and International Monetary 
Fund; the General Agreement on Tariffs and Trade 
(GATT); NATO; and the US-Japan alliance were all 
launched. 

The United States also 
undertook costly obliga- 
tions to aid Greece and 
Turkey and to reconstruct 
Western Europe. It helped 
rebuild the economies of 
Germany and Japan. With 
the Atlantic Charter, the UN Charter, and the 
Universal Declaration of Human Rights, it articu- 
lated a new vision of a progressive international 
community. In all these ways, the United States 
took the lead in fashioning a world of multilateral 
rules and regional partnerships—and it put itself 
at the center of it all. 

This was an extraordinary and unprecedented 
undertaking for a major state. It marked the 
triumph of American internationalism after the 
failure of the post-1918 and inter-war periods. It 
marked the creation of a new type of international 
order—combining new forms of liberalism, inter- 
nationalism, and national security. It was a liberal 
hegemonic order. That is, the United States did 
not just encourage open and rule-based order: 
It gradually became the organizer and manager 
of Western liberal order. America’s political sys- 
tem—and its alliances, technology, currency, and 
markets—became fused to the wider liberal order. 
The United States became the “owner and opera- 
tor” of the liberal capitalist political system. 


America supported the rules and institutions 
of liberal internationalism, but it was also given 
special rights and privileges. It organized and led 
an extended political system built around multi- 
lateral institutions, alliances, strategic partners, 
and client states. This was an order infused with 
strategic understandings.and hegemonic bargains. 
Washington provided “services” to other states 
through its offer of security and its commitment 
to stability and open markets. In these ways, the 
United States was more than just a powerful coun- 
try that dominated the global system. It created a 
political order—a hierarchical order with liberal 
characteristics. 

International governance can be organized in 
many different ways. Order can be truly global 
or built around regional systems. Governance 
can be highly institutionalized or not. It can be 
hierarchical—built around one or a few dominant 
states—or relatively flat. Power can be centralized 
or decentralized. The governance arrangements 
can be organized around poles of power in various 
ways—multipolar, bipolar, or unipolar. . Perhaps 
most importantly, governance can be liberal or 
non-liberal. A liberal order is one that is open and 
at least loosely rule-based. As such, liberal inter- 
national orders can be contrasted with illiberal 
geopolitical blocs, exclusive regional spheres, and 
closed imperial systems. 


FIRST AMONG EQUALS 

The American-led postwar system of gover- 
nance was liberal in character but it came to have 
a more far-reaching and complex logic. This type 
of liberal order can be contrasted with earlier 
liberal political formations. In the nineteenth cen- 
tury, liberal order was manifest in open trade and 
the gold standard, both of which flourished in the 
shadow of British economic and naval mastery. 
After World War I, Woodrow Wilson sought to 
construct a more extensive liberal progressive 
order, organized around the League of Nations. 
It was an order that did-not rely on US hegemony 
but rather hinged on the cooperation of liberal 
democracies adhering to open trade and collective 
security. 

After World War II, Franklin Roosevelt again 
sought to construct a liberal order, this time 
organized around a great power concert and the 
United Nations. The beginning of the cold war, 
the weakness of Europe, and the complexities 
associated with opening up and managing the 
postwar order brought the United States more 
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directly into the operation and supervision of the 
system. In fits and starts, liberal order turned into 
American liberal hegemonic order. 

In both the security and economic realms, 
the United States found itself steadily taking on 
new commitments and functional roles. Its own 
economic and political system became, in effect, 
a central component of the larger liberal hege- 
monic order. America’s domestic market, the US 
dollar, and cold war alliances emerged as crucial 
mechanisms and institutions through which the 
postwar order was founded and managed. The 
United States had more direct power in running 
the postwar order, but it also found itself more 
tightly bound to the other states within that 
order. 

The United States became a provider of public 
goods—upholding a set of rules and institutions 
that circumscribed how American power was 
exercised and providing mechanisms for recipro- 
cal political influence. In the late 1940s, security 
cooperation moved from the UN Security Council 
to NATO and other US-led alliances. The global 
system of great power-oriented collective security 
became a Western-oriented security community. 
Likewise, the management of the world economy 
moved from the Bretton Woods vision to an 
American-dollar and market system. In effect, the 
world “contracted out” to the United States to 
provide global governance. 

Examined as a whole, the American-led 
“model” of global governance had several key 
features. First, it was built on a Western founda- 
tion. The UN provided the framework for a system 
of universal rules and principles. But the actual 
operation of the order was in the hands of the 
United States and the other Western countries. 
In the security sphere, alliance partnerships were 
critical. Commitments between the United States 
and its NATO partners (and later its East Asian 
partners) were tied to specific security challenges 
with treaty-based understandings about roles and 
responsibilities. 

Second, this model entailed increasingly com- 
plex notions of sovereignty and interdependence. 
The 1930s and the cold war brought forth new 
understandings about the dangers and opportuni- 
ties of economic and security interdependence. 
Accordingly, governments would remain the pri- 
mary sources of authority and decision. But gov- 
ernments would bargain, consult, and coordinate 
their policies with other governments, a process 
facilitated through international institutions. 
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Third, the model of governance was hierarchi- 
cal. The United States positioned itself at the apex 
of the liberal international order. The American 
dollar became an international currency and the 
US domestic market became an engine of global 
economic growth. The American alliance sys- 
tem and the forward-deployed military forces 
in Europe and East Asia gave the United States 
a direct and ongoing superordinate role in the 
capitalist-democratic world. Other states estab- 
lished clientelistic and “special” relationships 
with Washington. The United States was the most 
powerful state in the system, a position manifest 
in roles, responsibilities, authority, and privileges 
within the liberal international order. 


THE ORDER EXPANDS 

The end of the cold war resulted in the col- 
lapse of the last global rival to Western liberal 
internationalism. With the disappearance of the 
Soviet bloc, the liberal order that existed on one 
side of the bipolar system became the organizing 
logic of the wider world. The 1990s became a “lib- 
eral moment.” Democracy and markets flourished 
around the world, globalization was enshrined as 
a progressive world-historical force, and ideology, 
nationalism, and war were at a low ebb. 

Russia during the 1990s became a quasi-member 
of the West. China acted as a “strategic part- 
ner” with Washington. Existing international insti- 
tutions were strengthened and new ones were 
built. Alliances were reaffirmed and extended. The 
European Union was launched and its member- 
ship expanded. Newly market-oriented developing 
countries—dubbed “emerging markets”—became 
increasingly integrated into the world economy. 
Championed by the United States, a “neoliber- 
al” ideology or “Washington consensus” favoring 
financial deregulation and market integration grew 
in influence and spread worldwide. 

In these ways, the logic of liberal global gover- 
nance was extended outward. The administration 
of George H. W. Bush (1989-1993) sought to 
build on this Western liberal orientation, devel- 
oping and expanding regional and global institu- 
tions. Washington took steps to ensure continuity 
in relations with Europe by helping to strengthen 
the continent’s major institutions. In the end, it 
was NATO and the EU—as well as the wider lib- 
eral international order—that shaped the flow of 
events and created the foundation for the integra- 
tion into the West of East Germany and other 
countries within the former Soviet bloc. 


In the Western hemisphere, the Bush adminis- - 
tration pushed for the North American Free Trade 
Agreement (NAFTA) and closer economic ties 
with South America. In East Asia, the Asia-Pacific 
Economic Cooperation (APEC) forum provided a 
means for developing stronger institutional links, 
demonstrating US commitment to the region, and 
ensuring that Asian regionalism moved in a trans- 
Pacific direction. 

This strategy of building on the logic of the 
existing order—and expanding the system and 
integrating countries into it—was continued dur- 
ing Bill ‘Clinton’s presidency (1993-2001). The 
idea was to use multilateral institutions as mecha- 
nisms to stabilize the new and emerging mar- 
ket democracies and to integrate them into the 
Western democratic world. In an early statement 
of this “enlargement” doctrine, National Security 
Adviser Anthony Lake in 1993 explained that the 
strategy was to “strengthen the community of 
market democracies” and “foster and consolidate 
new democracies and market economies where 
possible.” The United States would help “democ- 
racy and market economies take root,” which 
would in turn expand and strengthen the wider 
Western democratic order. 

This strategy primarily concerned itself with 
parts of the world that were beginning transi- 
tions to market democracy: countries of Central 
and Eastern Europe and the Asia-Pacific region. 
Promising domestic reforms in those countries 
would be encouraged—and locked in if pos- 
sible—through new trade pacts and security part- 
nerships. 

By the end of the 1990s, a major consolidation 
and expansion of the US-led international liberal 
order had been accomplished. The organizational 
logic of the Western order that had been built 
during the cold war was extended to the global 
level. The 1999 expansion of NATO provided an 
institutional basis for stabilizing the Western 
order and embedding new entrants into it, thus 
creating greater security among alliance partners 
and reinforcing democratic and market institu- 
tions. NAFTA and APEC were also important to 
the worldwide movement begun in the late 1980s 
toward economic and trade liberalization, rein- 
forcing that movement and locking it in. 

Finally, the creation of the WTO in 1995 rep- 
resented a further attempt to expand and insti- 
tutionally strengthen the foundations of the 
liberal international order. Building on the old 
GATT agreements, the WTO marked a major step 


forward in establishing a judicial basis for interna- 
tional trade law. A formal organization was created 
with an independent secretariat, a dispute settle- 
ment mechanism, and an expanded institutional 
framework for international trade cooperation. 


RISING CHALLENGES 

While liberal internationalism triumphed after 
the cold war, some deep and profound shifts were 
also set in motion—shifts that have led to today’s 
debates about global’ governance. The global- 
ization of the world economy and the growing 
market orientation of the developing world were 
forces for change. The nature of the “security 
problem” in the global system also changed. The 
threat to international order was no longer great 
power war, as it had been for centuries. The threat 
emerged . instead from violence and instability 
among weak, failed, and hostile states residing on 
the periphery of the system. 

The terrorist attacks of September 11, 2001, 
dramatically marked this shift. Although America 
itself had emerged preemi- 
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Zakaria has noted: “For the first time ever, we are 
witnessing genuinely global growth. This is creat- 
ing an international system in which countries 
in all parts of the world are no longer objects or 
observers but players in their own right.” These 
are remarkable developments with potentially far- 
reaching implications for power and governance. 

In particular, the rise of China raises funda- 
mental questions about the future of the Western- 
led liberal international order. How and to what 
extent will a more powerful China seek to reshape 
or undermine the existing order? Historically, 
the rise and decline of hegemonic powers have 
generated problems of “power transition.” The 
established but declining lead state endeavors to 
protect the existing order while the rising state 
seeks to recast rules and institutions to reflect its 
growing power and interests. Competition and 
conflict follow—and sometimes war. 

But not all rising states are hostile to the inter- 
national status quo. Indeed, for many rising states 
it is participation in the existing order that allows 

their growth in power and 





nent—or “unipolar”—after 
the cold war, by the end 
of the 1990s its power 
and position in the global 
system were. widely chal- 
lenged. As a result of these 
gathering developments, 
the old American-led lib- 
eral governance system has become increasingly 
unstable and contested. 

The two most important challenges to the old 
order are these: the rise of new states seeking 
influence; and'new functional challenges to coop- 
eration associated with the growth of economic 
and security interdependence. 

The growth of the world economy and the 
incorporation of new countries into it have cre- 
ated new stakeholders and raised questions about 
participation and decision making in global gov- 
ernance. For the first time in the modern era, eco- 
nomic growth is bringing non-Western countries 
such as China and India into the top ranks of the 
world system. 

These fast-growing developing countries are 
already becoming an international economic 
force. According to The Economist, developing 
countries now produce half of global economic 
output. They hold most of the world’s financial 
reserves, and are placing huge new demands on 
energy resources and raw materials. As Fareed 


Pressures for reform coexist with 
growing constituencies that have 
a stake in the continuation of 
liberal-oriented rules and institutions. 








wealth. China may prove 
a “responsible stakeholder,” 
taking on greater roles and 
responsibilities within a 
loosely liberal international 
governance system. Or it 
may resist liberal principles 
and practices, work around 
existing rules and institutions, and eventually offer 
an alternative vision of governance. In either case, 
the shifting distribution of power between China 
and the West is opening up basic questions about 
authority and leadership in global governance. 

A second challenge to the old order has emerged 
because the sources of insecurity in world politics 
have evolved since the early postwar decades. The 
threat to peace is no longer primarily from great 
powers engaged in security competition. Nuclear 
deterrence, democratic peace, and a decline in 
gains from conquest are key explanations for the 
persistence of stable peace among the major states 
over the past half century. Whatever the cause, 
this has been the longest era of great power peace 
in the modern era. 

The result has been a shift in the ways in 
which violence is manifested. In the past only 
powerful states were able to gain access to vio- 
lent capabilities that could threaten other societ- 
ies. Today it is possible to see technologies and 
the globalization of the world system creating 
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opportunities for non-state actors—or transna- 
tional gangs of individuals—to acquire weapons 
of mass destruction. As a consequence, it is 
now the weakness of states and their inability to 
enforce laws and order within their own societies 
that provide the most worrisome dangers to the 
international system. 

In contrast to earlier eras, there is no single 
enemy—or source of violence and insecurity— 
that frames and reinforces the American-led lib- 
eral order. The United States and the states in the 
system face a diffuse array of threats and challeng- 
es. Global warming, health pandemics, nuclear 
proliferation, jihadist terrorism, energy scarcity— 
these and other dangers loom on the horizon. Any 
of these threats could endanger Western lives and 
liberal ways of life either directly or indirectly by 
destabilizing the global system on which security 
and prosperity depend. 

Pandemics and global warming are not threats 
wielded by human hands, but their consequences 
could be nonetheless devastating. Highly infec- 
tious diseases have the potential to kill millions 
of people. Climate change 
threatens to trigger food 
shortages and waves of 
environmental migration, 
and to further destabi- 
lize weak and poor states 
around the globe. The 
world is also on the cusp 
of a new round of nuclear proliferation, which 
will put mankind’s deadliest weapons in the hands 
of unstable and hostile states. Terrorist networks 
offer a new specter of non-state transnational vio- 
lence. The point is that none of these threats is, in 
itself, so singularly preeminent that it deserves to 
be the centerpiece of American national security 
in the way that antifascism and anticommunism 
were in an earlier era. 

The master trend behind these diffuse threats 
is the rise and intensification of security inter- 
dependence. Increasingly, the security of states 
worldwide depends on the policies and choices of 
other actors. Security is established by convincing 
other actors not to attack. During the cold war, the 
United States and the Soviet Union were in a situ- 
ation of supreme security interdependence. Each 
had nuclear weapons that could destroy the other. 
States could not protect themselves or achieve 
national security without the help of other states. 
There was no “solution” to the security problem 
without active cooperation. 





For many rising states it is participation 
in the existing order that allows their 
growth in power and wealth. 








Today, with the growth of transnational and 
diffuse threats, we are witnessing an explosion in 
the complexity of security interdependence. It is 
not just the Kremlin that the West needs to worry 
about. What other people do and how they live 
matter in ways that were irrelevant in earlier eras. 
How people burn energy, provide public health, 
treat minorities, and enforce rules and treaties 
now affects everyone’s security across the globe. 


THE BENEFITS OF MEMBERSHIP 

The rise of newly powerful states and the 
growth in security interdependence are creat- 
ing pressures for the reform of global gover- 
nance. But these pressures for reform coexist 
with growing constituencies that have a stake 
in the continuation of liberal-oriented rules and 
institutions. The American position within this 
system of governance will surely change, but the 
demand for open and rule-based global gover- 
nance may actually grow. 

This is because, first, the liberal character of 
the existing system tends through several different 
mechanisms to generate 
participants and stake- 
holders. The multilateral 
character of the rules and 
institutions creates oppor- 
tunities for access and par- 
ticipation. Countries that 
want to join in can do 
so. Japan found itself integrating into this order 
through participation in the trade system and alli- 
ance partnership. More recently, China has taken 
steps to join this order, at least the world trading 
system. 

Joining is not costless. Membership in institu- 
tional bodies such as the WTO must be approved 
by existing members, and states must meet 
specific requirements. But these bodies are not 
exclusive or imperial. Moreover, the liberal order 
is organized around shared leadership and not 
just the United States. The Group of 7 (or 8) is 
an example of a governance organization that is 
based on collective leadership, and the Group 
of 20 has recently emerged to provide expanded 
leadership. ; 

The liberal economic order also provides 
opportunities for a wide array of states to gain 
access to the “spoils of modernity.” Again, this is 
not an imperial system in which the riches accrue 
disproportionately to the center. States across the 
system have found ways to integrate into this 


order and experience economic gains and rapid 
growth along the way. 

Second, although rising states are seeking new 
roles and more influence ‘in global institutions, 
these states do not constitute a bloc that seeks to 
overturn or reorganize the existing international 
order. China, India, Russia, Brazil, and South 
Africa are not'a new coalition of states seek- 
ing global’ transformation. All of these states are 
capitalist and as such are deeply embedded in the 
world economy. A majority of them are demo- 
cratic and embrace the political principles of the 
older Western liberal democracies. : 

‘At the same time, they all have different geo- 
political interests. They -are- as diverse in their 
orientations as is the-rest of the world with regard 
to energy, religion, and ideologies of development. 
They. are not united by a common principled belief 
in' a post-liberal world order. They are .all very 
much inside the existing order and integrated in 
various. ways into existing governance institutions. 

Third, the major states in the system—the 
old great powers and the rising states~all: have 
alignments of interests. They all are secure in the 
sense that they are not threatened by other major 
states. All of them worry about radicalism and 
` failed states. Even in the case of the most fraught 
relationships—such as the emerging one between 
the United States and China—there are common 
interests in global issues such as energy and the 
environment. 

These interests are complex, t to be sure. These 
countries will compete with each other in various 
ways and seek to push “adjustment” to various 
problems onto the other states. But it is precisely 
the complexity of these shared interests that cre- 
ates opportunities and incentives, to negotiate and 
cooperate—and, ultimately, to support the open 
and rule-based frameworks that allow for bargains 
and agreements-to be reached. 

Fourth, the continuing rise of economic and 
security interdependence is creating new incen- 
tives for the expansion of institutionalized coop- 
eration. The dangers and threats in a world 
of growing interdependence are complex and 
interlinked. For example, global pandemics are 
connected to failed states, homeland security, and 
international public health capacities. Terrorism is 
related to the Middle East peace process, econom- 
ic and political development, nonproliferation, 
intelligence cooperation, and European social and 
immigration policies. The rise of China is related 
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to alliance cooperation, energy security, democ- 
racy promotion, the WTO, and the management of 
the world economy. 

So again, we are back to renewing and rebuild- 
ing the architecture of global governance and 
frameworks of cooperation to allow states to mar- 
shal resources and tackle problems along a wide 
and shifting spectrum of possibilities. As the need 


‘for security cooperation increases, the demand 


for universal, cooperative, institutionalized, and 


- rule-based order will grow—not decline—in the 


decades ahead. 


AMERICA’S ROLE 

The future of global governance will hinge in 
part on how the United States, still the leader 
of the liberal international order, responds to 
these challenges. Washington will need to envi- 
sion a global governance system in which it will 
increasingly share authority and leadership with 
other states. And it will need to do this while also 
remaining “first among equals” in its commitment 
to an open and rule-based international system. 

This will not be easy. But 65 years after the 
United States embarked on the creation of.a lib- 
eral system of global governance, America con- 
tinues to have an overriding incentive to build 
and strengthen global rules and institutions. The 
United States is becoming more, not less, interde- 
pendent with the rest of the world. At the same 
time, America is the most powerful state in the 
system and will remain so for decades. Thus it 
needs effective rules and institutions to help 
manage its interdependence, exercise its leader- 
ship, and facilitate the functioning of a relatively 
cooperative and legitimate order. Also, in the final 
analysis, the United States is a liberal democracy 
with a political tradition deeply committed to the 
rule of law. This domestic orientation makes an 
American commitment to the international rule of 
law all the more important. 

The postwar liberal institutions were central 
to the establishment of a working internation- 
al order. States agreed to obligations with the 
expectation that a flow of benefits and capacities 
would come their way in return. A liberal system 
of global governance is not just a commitment 
to open markets—it is a political pact aimed at 
providing stability and security in the midst of 
openness. This logic should be rediscovered, and 
it should be the heart of the reform of global rules 
and institutions. | 
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n October 2010, the United Nations turned 
|: venerable 65 years old. In the spirit of the 

Beatles song that once asked, “Will you still 
need me, will you still feed me, when I’m sixty- 
four?”, now seems a good time to inquire whether 
the UN, a baby boomer from the post-World War 
Il era, has aged well. Should the world body be 
retired—or should it be revitalized? What are the 
institution’s prospects? 

Most countries, and especially major pow- 
ers like the United States, are loath to allow any 
overarching central authority to constrain their 
capacity for autonomous action. State sover- 
eignty remains sacrosanct. Even so, the logic of 
globalization, interdependence, and technologi- 
cal advances—along with a growing number of 
trans-boundary crises—should increasingly raise 
doubts about the sanctity of sovereignty, even in 
Washington. It is not far-fetched to imagine that 
the community of nations in coming years will 
witness a gradual advance of intergovérnmental 
agreements and powers, along the lines of what 
Europe has nurtured. 

The former UN secretary-general Kofi Annan 
frequently speaks of “problems without pass- 
ports.” What he means is that many of the most 
intractable challenges facing humankind are trans- 
national; they need no visas to cross borders. Such 
problems range from climate change, pandemics, 
and terrorism to unlawful migration, destabilizing 
financial flows, and the proliferation of weapons 
of mass destruction (WMD). Effectively addressing 
any of these threats requires policies and vigorous 
actions that are not unilateral, bilateral, or even 
multilateral—they must be global. 
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Yet the policy authority and the resources for 
tackling such problems remain vested in the 192 
member states of the United Nations individually, 
rather than in the universal body collectively. The 
fundamental disjuncture between’ the growing 
number of global threats and the currently inad- 
equate structures for international problem solv- 
ing and decision making goes a long way toward 
explaining the world’s fitful, tactical, and short- 
term local responses to challenges that require 
sustained, strategic, and longer-term global action. 

For all of its shortcomings and weaknesses, 
the United Nations with its system of specialized 
agencies and programs is the closest approxi- 
mation the global stage can offer to a central 
institutional presence. This is why the world orga- 
nization urgently requires strengthening. 


INDISPENSABLE BUT SICK 

Shortly before his inauguration, US President 
Barack Obama announced not only that the 
United States was prepared to reengage with other 
countries (both: friends and foes), but also that 
multilateralism in general ‘and the UN in particu- 
lar would. be essential to American foreign policy 
under his administration. He declared straightfor- 
wardly that “the global challenges we face demand 
global institutions that work.” 

Many of Obama's first “steps—which included 
paying America’s back dues to. the UN, fund- 
ing programs for reproductive health, joining 
the Human Rights Council, moving ahead with 
nuclear arms reductions, and expressing support 
for the Comprehensive Test Ban Treaty-—were 
steps in the right direction. But'more vigorous and 
sustained efforts are needed. 

The Group of 7 or 8, and even the Greun of 
20, which includes emerging powers, have their 
purposes. These’ groupings are not, however, 
“global institutions that work.” Neither are the 
ad hoc “coalitions of the willing,” such as were 


mustered for invasions of Iraq and Afghanistan, or 
the “league of democracies” that the policy analyst 
Robert Kagan favors. The world needs a univer- 
sal body that can formulate global norms, make 
global law, and enforce global decisions. Anything 
less represents wishful thinking, a desire to escape 
the complexities of daunting global challenges. 

As the Obama administration faces growing 
dissension regarding the morass in Afghanistan, 
it is worth pondering how best to fill holes in a 
global security order that has been an American 
obsession since the terrorist attacks of September 
11, 2001. In this regard, Secretary of Defense 
Robert Gates’s comments in December 2008— 
that “the United States cannot kill or capture its 
way to victory” and “is unlikely to repeat another 
Iraq or Afghanistan: that is, forced regime change 
followed by nation building under fire’—bear 
remembering. The sobering experiences of occu- 
pation in Iraq and Afghanistan have highlighted 
the limits of US military and diplomatic power, 
limits akin to Washington's equally obvious and 
mammoth inability to go solo in addressing the 
recent global financial and 
economic crises. 

What other trans- 
boundary problems should 
be included on a sensible 
priority list for this or any 
other US administration? 





Rube Goldberg would be hard pressed 
to design something exceeding in futile 
complexity the UN’s array of agencies. 
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the UN's 60th anniversary.) After attacks on ship- 
ping in the Gulf of Aden and elsewhere, we should 
add piracy to the list. 

At the same time, the diagnosis of the world 
body is clear: The United Nations is paralyzed. 
But before we prescribe a course of treatment for 
the UN’s ailments, we must first understand the 
underlying causes. Essentially, there are four. 


WHAT AILS IT 

The first is the enduring concept of the inter- 
national community as a system of sovereign 
states, a notion dating back to the 1648 Treaties 
of Westphalia. The basis for membership in the 
United Nations, of course, reflects the theoretical 
equality of states. But a gap is steadily growing 
between the major challenges facing the planet 
and the ability of international decision-making 
processes to deal with them; this is the result 
of sovereignty’s continuing grip. This gap char- 
acterizes NATO, the Organization for Economic 
Cooperation and Development, and the European 
Union, as well as the UN—all bodies in which 
states make decisions 
based almost exclusive- 
ly on narrowly defined: 
national interests. 

Indeed, for national 
decision makers and so- 





Most informed Americans 
would acknowledge that when it comes to spot- 
ting, warning of, and managing international 
health hazards—for example, the severe acute 
respiratory syndrome (SARS) outbreak in 2003, 
avian flu more recently, and AIDS perennially—the 
UN-based World Health Organization is indis- 
pensable and unrivaled. Also based within the UN 
system are capacities for monitoring international 
crime and the narcotics trade, policing nuclear 
power and human trafficking, and undertaking 
numerous other important global functions. 
Washington’s short list for UN involvement 
would presumably include post-conflict rebuild- 
ing in Afghanistan and Iraq, fighting terrorism 
(for instance, when it comes to sharing informa- 
tion and monitoring money laundering), pursuing 
environmental sustainability, providing humani- 
tarian aid, addressing global poverty, reschedul- 
ing debt, and fostering trade. (Interestingly, all of 
these items were on a laundry list presented by 
President George W. Bush in an address to the 
September 2005 World Summit on the occasion of 





called realist scholars of 
international relations, 
vital national interests, narrowly defined, are 
apparently the only basis on which to make 
commitments, or avoid them. Paradoxically, the 
United Nations is the last and most formidable 
bastion of sacrosanct state sovereignty—even as 
technological advances, globalization, and the 
proliferation of trans-boundary problems render 
national borders less and less salient. 

The myopically calculated interests of major 
powers, particularly the United States, thus create 
obstacles to action by the UN. But powerful states 
are not the only ones impeding collective policy 
making. Smaller and poorer, newer and less power- 
ful states are just as vehemently protective of their 
so-called sovereignty as the major powers are. 

The second cause of the UN’s problems stems 
from the burlesque that passes for diplomacy on 
Manhattan's First Avenue or Geneva’s Avenue de la 
Paix. The main drama proceeds from an artificial 
divide between the aging acting troupes from the 
industrialized north and those from the develop- 
ing countries of the global south. 
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The Nonaligned Movement and the Group of 
77 developing countries—vehicles launched in 
the 1950s and 1960s as a way to create diplomatic 
space in security and economic negotiations for 
countries on the margins of international poli- 
tics—once featured creative voices. Now they have 
become prisoners of their own rhetoric. These 
rigid and counterproductive groups, along with 
the toxic atmosphere and unnecessary divisions 
that they create, constitute almost insurmount- 
able barriers to diplomatic initiatives. Serious 
conversation becomes virtually impossible and 
is replaced by meaningless posturing designed to 
score points back home. 

Examples of marquee “stars” in this charade 
include Venezuelan President Hugo Chavez and 
the former US ambassador to the UN John Bolton. 
In the fall of 2006, in the limelight of the General 
Assembly's stage, Chavez gave a performance in 
which he referred to George W. Bush as the devil, 
said “it smells of sulfur,” and complained that 
Bush “came here talking as if he were the owner 
of the world.” Bolton responded by calling Chavez 
irrelevant and warned that 
Venezuela would be “dis- 
ruptive” if elected to the UN 
Security Council. The for- 
mer Canadian politician and 
senior UN official Stephen 
Lewis has written that “Men 
and women cannot live by 
rhetoric alone”—but clearly UN ambassadors and 
officials are exceptions. 

The third cause of the UN’s malady is a structur- 
al one, and it arises from the overlapping jurisdic- 
tions of various UN bodies, the lack of coordination 
among their activities, and the absence of central- 
ized financing for the system as a whole. All this 
makes turf struggles more attractive than sensible 
cooperation. The UN’s various moving parts work 
at cross purposes instead of in a more integrated, 
mutually reinforcing, and collaborative fashion. 
Agencies relentlessly pursue cutthroat fundraising 
to finance expanding mandates, pursue mission 
creep, and stake out territory. 

The UN’s organizational chart refers to a “sys- 
tem,” but this term falsely implies coherence and 
cohesion. The body in reality has more in com- 
mon with a feudal society than with a modern 
organization. At the UN, frequent use also is made 
of the word “family.” This folksy. term is actually 
preferable to “system” because, like many fami- 
lies, the UN is dysfunctional and divided. Former 





Paradoxically, the United Nations is 
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of sacrosanct state sovereignty. 





senior UN staff members Brian Urquhart and 
Erskine Childers correctly described the world 
organization when they wrote in 1994 that “The 
orchestra pays minimum heed to its conductor.” 

Sir Robert Jackson—the Australian logistics 
genius who moved goods to Malta and the Middle 
East during World War II and subsequently over- 
saw a number of key UN humanitarian opera- 
tions—observed in a 1969 evaluation of the UN 
development system that “the machine as a whole 
has become unmanageable in the strictest sense of 
the word. As a result, it is becoming slower and 
more unwieldy, like some prehistoric monster.” 
The lumbering dinosaur is now four decades older 
but is certainly not better adapted. 

The fourth cause of the UN’s ailments is the 
overwhelming weight of the organization's bureau- 
cracy, its low productivity, and the underwhelming 
leadership : within international secretariats. The 
stereotype of the UN’s administration as bloated 
is misleading in some ways because such a por- 
trayal ignores the efforts of many talented and 
dedicated individuals. However, the world body’s 
recruitment and promo- 
tion methods are certainly 
part of what ails it. The 
UN’s successes usually have 
more to do with serendipity 
and individual personalities 
than with recruiting the best 
people for the right reasons 
or with institutional structures designed to foster 
collaboration. 

Staff costs account for the lion’s share of the 
UN's budget, and much of this money is poorly 
spent. This situation could quickly improve if 
the international civil service were regarded as a 
potential resource and its composition, produc- 
tivity, and culture were changed. But the short 
run holds little hope of this, as Secretary-General 
Ban Ki-moon’s lackluster leadership will last for 
at least another year, and perhaps even until the 
middle of this decade. 

As it stands now, Rube Goldberg would be hard 
pressed to design something exceeding in futile 
complexity the UN’s array of agencies, each focus- 
ing on a different substantive area, with relevant 
UN partners often located in different cities and 
maintaining separate budgets, governing boards, 
organizational cultures, and executive heads. 
Challenges such as climate change, pandemics, 
terrorism, and WMDs require multidisciplinary 
perspectives, inspired leadership, and firm central 


direction of cross-sector efforts. The UN rarely 
supplies any of these. 


TAKING THE CURE 

Is it possible to heal the United Nations? Can 
palliatives, if not cures, be found? In fact, the four 
sources of the institution’s illness themselves sug- 
gest ways to initiate surgery that, if not radical, 
would certainly be more than cosmetic. 

The first remedy requires building on spotty 
yet significant progress made to date in recasting 
national interests in terms of good global citizen- 
ship and enhancing international responsibilities. 
This prescription for the Westphalian system's 
ailments consists of encouraging yet more recog- 
nition of the benefits of cooperating to provide 
global public goods and respecting international 
commitments. Democratic member states of the 
UN, whether large or small, should theoretically 
find this pill relatively easy to swallow; they have 
a long-term, rational, and vital interest, along with 
a moral responsibility, in promoting multilateral 
cooperation. 

While this statement will undoubtedly have 
a Pollyannaish ring to American ears, a demon- 
strable therapeutic benefit can be derived from 
“good international citizenship” (an expression 
coined by Gareth Evans, the former Australian 
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foreign minister and one-time president of the 
International Crisis Group). This notion under- 
pins the conviction that there is a relationship 
between the provision of basic rights and wider 
international security. Nothing illustrates the idea 
better than “the responsibility to protect,” or 
“R2P” a doctrine that defines state sovereignty 
not as absolute but as contingent on a modicum 
of respect for human rights. R2P imposes the 
primary responsibility for human rights on gov- 
ernmental authorities, but it argues. that if a state 
is unwilling or unable to honor its responsibil- 
ity—or worse, if it is itself the perpetrator of mass 
atrocities—then the responsibility to protect the 
rights of individuals shifts upward to the interna- 
tional community. of states. 

This doctrine illustrates how to move in the 
direction of reframing state sovereignty, a break- 
through in values after centuries of passive, 
mindless acceptance of the proposition that state 
sovereignty is a license to kill. Both President 
Obama and Susan Rice, the current US ambassa- 
dor to the United Nations,-have clearly expressed 
the need for Washington to take the lead in 
addressing conscience-shocking situations around 
the world, instead of repeating mistakes such as 
President Bill Clinton’s lamentable decision to stay 
out of Rwanda during the genocide there in 1994. 
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The Washington-based “Enough” project, 
which campaigns to prevent genocide in places 
like Darfur, the Democratic Republic of Congo, 
and Zimbabwe, has referred to Africa specialist 
Rice, Secretary of State Hillary Clinton, National 
Security Adviser General James Jones, and 
Samantha Power, the senior director for multi- 
lateral affairs at the National Security Council, as 
a “dream team.” An essay that Obama published 
in Foreign Affairs while a presidential candidate 
attracted wide attention because he asserted the 
importance of “military force in circumstances 
beyond self-defense” and specifically listed the 
need to “confront mass atrocities.” 

To date there has been no indication of American 
diplomatic or military teeth behind that promising 
early rhetoric. One has to worry, for example, how 
Washington and the international community will 
respond if a January 2011 referendum in Sudan 
results in the breakup of Africa’s largest state, pro- 
ducing in all likelihood mass atrocities and mas- 
sive forced displacement. 

Nonetheless, the history of international diplo- 
macy and law shows us how 
states have gradually accept- 
ed limits on their conduct by 
ratifying treaties that have 
constrained their margins 
for maneuver. Additionally, 
the definition of sovereign- 
ty has been altered by the 
spread of ideas about human rights—by what 
Eleanor Roosevelt presciently predicted in 1948 
would be “a curious grapevine.” The challenge for 
the Obama administration, as well as for future 
administrations, will be to squarely face the real- 
ity that the domestic institutions on which the 
United States and every society depend to provide 
public goods do not exist at the global level—not 
for genocide prevention or for any other crucial 
international issue. 

Not to put too fine a point on it, the inter- 
national order has no power to tax, conscript, 
regulate, or quarantine. Are these not precisely 
the attributes required if global problems are to be 
effectively addressed through international deci- 
sions? í 


LESS POSTURING, PLEASE 

The second prescription for what ails the United 
Nations involves redressing the north-south quag- 
mire. Fortunately, states have on occasion forged 
creative partnerships across the fictitious bor- 
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der that supposedly divides industrialized from 
developing countries. Examples of wide-ranging 
coalitions formed across continents and ideolo- 
gies include those that have negotiated treaties to 
ban landmines and have agreed to establish the 
International Criminal Court. 

Unfortunately, the United States has not joined 
those coalitions, and in fact during the Bush 
administration many divides became wider. In the 
future, Washington should build bridges on issues 
such as climate change, development finance, 
nonproliferation, reproductive rights, and terror- 
ism, to name a few. The Obama administration 
at least has this advantage: Its actions are judged 
against the extremely poor cooperation record of 
its predecessor, an administration during which 
expectations in both the global south and the 
global north became very low. When it comes to 
key global challenges, Washington should seek 
to build within international institutions larger, 
more legitimate “coalitions of the willing” than 
the skimpy, illegitimate coalitions that were cob- 
bled together for Iraq and Afghanistan. 

The United States also 
can build on the Global 
Compact, a UN effort to 
bring non-state actors, 
including civil society and 
transnational corporations, 
into a more intense partner- 
ship with the UN. In any 
case, for the future health of the world organiza- 
tion and world politics, both north and south 
must engage in less posturing and role-playing. 

The third course of treatment would be to pur- 
sue the possibility, however remote, of making 
the UN work more coherently (as advocated in 
“Delivering as One,” a report initiated by Annan 
before his departure as UN secretary-general). 
Outside the body itself, the mere mention of 
reform that might improve coordination among 
UN agencies causes eyes to glaze over. But as Mark 
Malloch Brown (the former administrator of the 
UN Development Program and chef de cabinet for 
Annan) has suggested, the UN is the only institu- 
tion where reform is a more popular topic around 
water coolers than sex. 

No reform effort to date has even modestly 
reduced the turf battles and unproductive com- 
petition for funds that characterize the so-called 
UN system. But could it? Yes—if donor nations 
would stop talking out of both sides of their 
mouths and actually insist on the centralization 


and consolidation that they often espouse in UN 
forums and before parliamentary bodies. This 
is not an impossible thing to imagine. Nor is it 
impossible to imagine adopting modest alterna- 
tive means of financing for the world body— 
such as assessing infinitesimally. low taxes on 
financial transfers or airline tickets. Washington, 
however, has routinely fought such measures in 
the past because they would give the world orga- 
nization the autonomy that it requires. 

The final element of therapy would be to rein- 
vigorate the staff of the United Nations. Reviving 
the notion of an-autonomous international civil ser- 
vice, as championed by the UN's second secretary- 
general, Dag Hammarskjöld, is urgently needed. 
(In fact, Hammarskjéld’s ideal goes back to what 
a working group of the Carnegie Endowment for 
International Peace during World War II called 
the “great experiment” of the League of Nations.) 
Competence and integrity should outweigh nation- 
ality, gender considerations, and cronyism, which 
have become the principal criteria for recruitment, 
retention, and promotion. 

Staff reform for the United Nations would 
involve recruiting people with integrity and tal- 
ent. There are numerous ways in which more 
mobile, younger staff members could be attracted, 
at the same time that turnover and rotation from 


headquarters to the field are increased, fewer ` 


permanent contracts are offered, and the world 
organization's career development improves. Staff 
expenditures account for 90 percent of the orga- 
nization’s budget; near the top of any to-do list 
should be strengthening performance and produc- 
tivity by improving output and efficiency. 


OBAMA AND THE UN 

The United States does not dominate the world 
the way it once did. China and India are rising, 
and multipolarity has returned in the form of the 
G-20. Moreover, the world is not desperately long- 
ing for Washington to make good on Ambassador 
Rice’s commitment in her confirmation hearing 
“to refresh and renew America’s leadership in the 
United Nations.” But if the League of Nations rep- 
resented a first generation of international institu- 
tions, and the UN system is the second generation, 
creating a third generation should move to the top 
of the US foreign policy agenda. 

A next generation would have world-class 
and independent executive leadership with more 
centralization and better funding. As with the 
EU, community-wide calculations of interest on 
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many issues would replace those based on nar- 
rowly conceived national interests. While not a 
world government by any stretch of the imagina- 
tion, international institutions would incorporate 
elements of overarching authority and enhanced 
mechanisms for ensuring compliance—indeed, 
the World Trade Organization (WTO) already has 
some. ` 

-Instituting the four remedies described here 
would amount to the establishment of a third 
generation of international institutions. To be 
sure, there are few precedents for the deliberate 
destruction of existing international institutions 
and the establishment of new ones (other than the 
transfer of assets from the League of Nations to 
the UN and from the General Agreement on Tariffs 
and Trade to the WTO). Moreover, initial expecta- 
tions surrounding the Obama administration were 
as impossibly high in the international arena as 
they were in the domestic one. Obama’s honey- 
moon was short, and public appetite for foreign 
policy initiatives is limited. Nonetheless, the US 
administration has exercised modest leadership— 
in the Middle East, on nuclear nonproliferation, 
on climate change, and in the aftermath of the 
recent financial and economic crisis. 

Will the United States sit on the sidelines; try 
to take charge unilaterally; or will it make the UN 
a central component of its strategic interests? It 
is also worth asking whether the UN—a heavily 
bureaucratic institution deeply troubled by its 
own failings—is ready for an energetic United 
States. 

The global financial crisis and subsequent eco- 
nomic slowdown have made clear the risks, prob- 
lems, and costs associated with a global economy 
that lacks adequate international institutions with 
democratic decision-making ability and the power 
to ensure compliance with collective decisions. No 
less towering a commentator than Henry Kissinger 
wrote this about the realities of a globalizing world 
and the limits of a self-regulating worldwide mar- 
ket: “The financial collapse exposed the mirage. 
It made evident the absence of global institutions 
to cushion the shock and to reverse the trend.” 
Trillions of dollars, euros, and pounds have been 
used mainly to paper over the cracks that the crisis 
revealed. Business as usual remains the standard 
operating procedure, even in the wake of the Great 
Recession. ` . 

But can we perhaps learn from history? In a 
recent book about the origins of American multi- 
lateralism, Stewart Patrick, a senior fellow at the 
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Council on Foreign. Relations, made a persuasive 
case that “the fundamental questions facing ,the 
1940s generation ‘confront us again today.| As 
then, the United States remains by far the most 
powerful country in the world, but its contempo- 
rary security, political, and economic challenges 
‘ are rarely amenable to unilateral action.” 

Charles de Gaulle famously called the United 
Nations le machin, thereby dismisSing interna- 
tional cooperation as: frivolous k comparison 
with the real red meat of international affairs— 
national interests and realpolitik. But de Gaulle 
conveniently ignored the fact that the decision 
to create “the thing” was formalized not by the 
UN Charter signed in June 1945, but-rather by 
the “Declaration by the United Nations” adopted 
in Washington in January 1942. That is, the 
26 countries that defeated fascism also viewed 
the establishment of a world organization as an 
essential .extension of their wartime commit- 


ments. These were not pie-in-the-sky idealists. 
The UN system was viewed not as a liberal play- 
thing but as a vital necessity for: postwar order 
and prosperity. 

Urquhart—one of the first individuals recruit- 
ed by the United Nations, and undoubtedly the 
most respected commentator on the world orga- 
nization—recalled the “remarkable generation of 
leaders and public servants” who led the United 
States during and after World War Il. These 
pragmatic idealists, he observed, were “more 
concerned about the future of humanity than the 
outcome of the next election; and they under-’ 
stood that finding solutions to postwar problems 
was much more important than being popular 
with one or another part of the American elec- 
torate.” Could this same farsighted political 
commitment rise again under the Obama admin- 
istration—if not in the next two years, then at 
least by the end of a second term? . H 
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Diffuse Threats, Frail Institutions: 
Managing Security in the New Era 


BATES GILL 

n trying to explain the most important forces ing security challenges are struggling to achieve 

driving changes in global security today, most their mandates, realize reform, and confront new 

analysts would probably reach for the word realities. In the near to medium term, many of 
“globalization.” But globalization, though a use- the world’s most important security governance 
ful term for some purposes, is too broad, and too institutions will remain severely constrained, both 
open to varying interpretation, to capture key fiscally and politically, from devoting -greater 
trends in security challenges. The term “diffusion” resources to their missions. Meanwhile, security 
better describes the most critical developments threats continue to multiply, and the pressures of 
that confront current international efforts to man- diffusion keep coming—both from “above,” as it 
age security. | ‘were, and from “below.” 

Political power and diplomatic influence relat- From above, governance institutions face at 
ed to security’ issues have been spread among least three major challenges. The first is the ongo- 
more and more actors, including sub-state and ing diffusion of hard and soft power across the 
non-state actors. Military technology and capabili- major states in the international system. In this 
ties are more dispersed, too, now falling into the more multipolar world, the global, regional, and 
hands particularly of non-state actors. And across national governance structures—established in-a 
increasingly porous territorial borders there is different era and reflecting a different global power 
more diffusion—including illicit diffusion—of structure—cannot work as well as intended. 
people, goods, technologies, and capital; this can Even the most powerful states in the inter- 
be destabilizing and can threaten security. national system must work with other states in 

These trends have been in motion for many order to meet and mitigate their shared security 
years, and will continue to gather strength. The problems. However, with the emergence of “new” 
global financial crisis of 2008 and the economic powers in the system—such as Brazil, China, 
stagnation now afflicting much of the globe have India, and Russia—competing or divergent inter- 
only reinforced these trends. In turn, the phenom- ests have made it far more difficult to achieve con- 
enon of diffusion has had an increasingly deleteri- sensus within the established global and regional 
ous effect on the ability of governance institutions security structures. In some cases, global gover- 
to address a burgeoning array of global security nance institutions—such as the United Nations 
challenges. Security Council and its permanent member- 

ship—do not adequately represent the changing 
EMERGING THREATS balance of power. Overall, changing power bal- 

Indeed, the global, regional, and national gov- ances among major states have undermined politi- 

ernance institutions that are charged with mitigat- cal consensus for action in the face of regional and 


global security challenges. 
Second, those powers that in the past were able 
BATES GILL, the director of the Stockholm International 


Peace Research Institute, is coeditor, with Hans Born and to lead global and regional governance institutions 


Heiner Hanggi, of Governing the Bomb: Civilian Control of in addressing security challenges—countries such 
Nuclear Weapons (Oxford University Press, 2010). as the United States and its allies in Europe—are 
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no longer in a position to do so as effectively. This 
situation arises in part from the changing balance 
of relative power in the international system. But 
in addition, the global economic slowdown, hav- 
ing hit the affluent nations hardest, has weakened 
the resolve of these countries to play a leadership 
role in global or regional security governance. The 
leaders of the United States and many European 
countries are under increasing pressure from their 
populations to look inward, restore domestic 
economies, and abjure activist security policies 
abroad, either alone or in partnership with others. 

Third, under these conditions, emerging global 
and regional powers have a diminished interest 
in working within established governance struc- 
tures, and will seek instead to assert their own 
interests unilaterally or in partnership with other 
newly emerging powers. One result of this has 
been the proliferation of new multilateral struc- 
tures among countries largely outside the US-led 
alliance system—groupings such as the Shanghai 
Cooperation Organization (composed of Russia, 
China, and Central Asian nations) and the “BRIC” 
summit (which brings together the leaders of 
Brazil, Russia, India, and China). | 

Quantity has not led to quality: These new 
groupings tend to be primarily political exer- 
cises and are not structured or intended to tackle 
the security problems their members face. More 
broadly, the emergence of new voices and institu- 
tions has meant a greater cacophony of competing 
interests and a diminished role for established 
security structures. 

Global, regional, and national security gover- 
nance institutions also face challenges of diffusion 
from below. First, such institutions are not well 
equipped to mitigate the security problems that 
arise from increasingly diffuse trans-border flows of 
people, informiation, sensitive technologies, capital, 
weapons, and contraband. Second, the principal 
security institutions today are struggling to address 
threats that arise from increasingly powerful sub- 
state and non-state actors. 

The norms and traditions of a state-centric 
world—not least the primacy of state sovereignty 
and strict limitations on intervention—render 
established security institutions less and less effec- 
tive in the face of increasingly dispersed, transna- 
tional, and sub-state challenges from below. 


FEWER WARS, MORE VIOLENCE 
The overriding trend in the nature of armed 
conflict and violence today is toward the involve- 


ment of more and more non-state actors, both as 
perpetrators and victims of conflict and violence. 
This trend presents many new and difficult chal- 
lenges to the security governance structures that 
are tasked with addressing destabilizing conflict. 

According to research published by the 
Stockholm International Peace Research Institute 
(SIPRI), over the period from 2000 to 2009, 30 
major armed conflicts were active in 29 locations 
around the world. In 2009, 17 major armed con- 
flicts were active in 16 locations throughout the 
world. Interestingly, and in a trend that appears 
likely to continue, of the 30 major armed conflicts 
between 2000 and 2009, only 3—Eritrea-Ethiopia 
(1998-2000); India-Pakistan (1997-2003); and 
the US-led war against Iraq (2003)—were fought 
between states. (For this data, a “major armed 
conflict” causes more than 1,000 battle-related 
deaths in a calendar year. This is why the Georgia- 
Russia conflict does not appear.) The other 27 
major armed conflicts were fought within states 
and involved one or more non-state armed actors. 

Wars within states and involving non-state 
actors are not only destabilizing within countries 
and across regions: They are also often closed off 
from effective intervention by the international 
community and its governance structures owing 
to concerns over sovereignty. Notions such as the 
“responsibility to protect,” in spite of their grow- 
ing popularity in some quarters, have not caught 
on worldwide—certainly not among major emerg- 
ing powers such as China and Russia, nor in many 
developing countries, which adamantly defend 
the prerogatives of state sovereignty and oppose 
interventionism. 

In addition to the trend toward intrastate 
conflict involving non-state actors, two other 
developments in the nature of armed conflict and 
violence are complicating the efforts of security 
governance institutions. The first has to do with 
violence against civilians and its impact on region- 
al security and stability. Deliberate armed violence 
against civilian noncombatants by governments 
and non-state armed groups—so-called “strategic 
killings,” massacres, and terrorism—continues 
more or less unabated, and is likely to increase, 
especially in weakening states and conflict-ridden 
regions. 

Such violence entails significant loss of inno- 
cent life, while also causing social trauma and 
instability; but it also has important longer-term 
implications beyond the casualty figures. “One- 
sided violence”—so called because it is perpetrat- 


ed deliberately against persons unable to defend 
themselves—can result in otherwise peaceable 
victims’ eventually arming and becoming directly 
involved in conflict, if only as a last-resort means 
of survival. 

One-sided violence is also a major factor in the 
increasing displacement of people. Today some 26 
million people are displaced worldwide, mostly 
in sub-Saharan Africa. In the absence of effective 
responses by global, regional, and national gover- 
nance structures, this number will likely increase 
and generate greater security challenges in the 
future. 

Second, organized criminal violence—differ- 
ent from, but not so easily differentiated from, 
armed conflict—is challenging security insti- 
tutions as well. Criminal violence threatens 
security and stability as much as, and in some 
cases more than, traditionally defined political 
conflict, and it can be far-reaching internation- 
ally. Criminal violence in Mexico, for instance, is 
associated with the distribution of illegal drugs 
well beyond Mexico’ bor- 
ders. And the armed crimi- 
nal activity of pirates off the 
Somali coast and in the Gulf 
of Aden has implications for 
commercial shipping and 
trade worldwide. 

Revenues derived from 





Peace operations worldwide 
have steadily grown in number 
and personnel. Yet examples of 
long-term success are sporadic. 
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military expenditure. But because of the effects 
of growing budget deficits, and assuming a draw- 
down of US military involvement in Iraq and 
Afghanistan, America’s relative share of world 
military expenditures will likely shrink. Other 
countries, such as China, India, Brazil, and Saudi 
Arabia, will increase their relative share. 

The relative shares of global military spend- 
ing by such countries will also grow as European 
states and other US allies, such as Japan, exhibit 
continued flattening in their military spending, 
and possibly declines, in the near to medium 
term. This is due to the past decade’s general, 
ongoing trend of tightening in military budgets 
and to acute fiscal constraints brought on by the 
financial crisis and economic slowdown. 

At the same time, the global conventional arms 
trade has continued its upward trajectory in recent 
years, more or less unaffected by the economic 
downturn of the past two years. Over the period 
2005-2009, the volume of major conventional 
weapons transfers increased by 22 percent in 
comparison with 2000-2004. 
China, India, South Korea, 
the United Arab Emirates, 
and Greece were the top five 
recipients in 2005-2009, fol- 
lowed by Israel, Singapore, 
the United States, Algeria, and 
Pakistan. 





crime and criminal violence 

can be used to finance other non-state actors 
who engage in more traditional forms of politi- 
cally ‘motivated violence, such as insurgencies 
and terrorism—and criminals also can be used by 
governments and their allies to prosecute armed 
conflicts. Global, regional, and national security 
governance structures today are just beginning to 
organize themselves in ways that allow for prop- 
erly addressing this growing challenge. 


AWASH IN WEAPONS 

Meanwhile, all trends point to an increasing 
diffusion in military capability, involving both 
conventional and unconventional weapons, to 
more and more actors on the international scene, 
including non-state actors. As such states and 
non-state actors become more powerful, their 
ability to deter and deflect international criticism 
and coercion will likewise grow, as will their abil- 
ity to further proliferate if they choose. 

Looking beyond 10 years, the United States 
will remain the country with by far the highest 





On the basis of continued 
strong demand for. foreign weapons, as well as 
strong growth in military spending in places like 
China, India, South Korea, and among Middle 
Eastern countries, Asia and the Middle East will 
probably be the regions that see the greatest 
growth in arms imports in the’near to medium 
term. 

The dominant supplier positions of the United 
States and Russia are not likely to face a serious 
challenge in the foreseeable future. However, their 
share of global arms exports, and those of other 
traditional major suppliers, will likely continue to 
decline over time as a growing number of impor- 
tant second-tier suppliers find success in this mar- 
ket—including such countries as Ukraine, South 
Korea, Israel, China, Turkey, Brazil, and Iran. 

When it comes to relatively mature technolo- 
gies—aircraft, unmanned aerial vehicles, short- 
range cruise missiles—these and other states 
will be able to produce and export lower-cost, 
but nevertheless lethally effective, major conven- 
tional weapons systems and technologies. With 
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a larger and more diversified supplier base, the 
past ability of major powers to restrain competi- 
tion between recipients will diminish somewhat, 
with some greater prospect for arms races in East 
Asia, the Middle East, and South America in the 
medium term. 

Importantly, non-state actors are increasingly 
able to gain access to more sophisticated conven- 
tional weaponry. This kind of trade is inherently 
shadowy and difficult to follow, but the use of 
antiship cruise missiles by elements of Hezbollah 
against Israeli warships during the Lebanon war 
in 2006 points to a future in which an increasing 
number of non-state military bodies can access, 
deploy, and operate more sophisticated weaponry 
than previously supposed. 

As for nuclear weapons, in spite of heightened 
expectations about the prospects for disarma- 
ment, particularly in the United States and Russia, 
nuclear arms for decades will continue to hold a 
central place in the security planning of the states 
that possess them. Of considerable concern over 
the near to medium term is the potential breakout 
of new nuclear weapon 
states. 

North Korea defied the 
expressed will of the UN 
as well as the concerns of 
neighboring states when 
it test-launched missiles 
in April, May, and July 
2009 and carried out its second test of a nuclear 
device in May 2009. Anxiety continues to inten- 
sify, too, regarding Iran’s nuclear intentions. And 
looking ahead, there will be increasing interna- 
tional concern over suspected undeclared nuclear 
activities in Syria and Myanmar (formerly Burma). 
Saudi Arabia and Egypt stand out as two other 
states that could seek a latent nuclear weapons 
capability over the next decade, depending on 
developments in their regions. 

Meanwhile, new proliferation challenges have 
already begun to emerge in the area of dual-use 
technologies—that is, technologies applicable for 
both civilian and military purposes. The pro- 
duction, transport, trade, and use of various 
proliferation-sensitive materials and technolo- 
gies—including in the radiological, biological, 
genetic, chemical, and nanotechnology fields— 
involve a multiplicity of actors across the world. 
Regulatory and enforcement mechanisms to gov- 
ern these dual-use flows and to prevent the tech- 
nologies from falling into the wrong hands are at 





Security institutions today are struggling to 
address threats that arise from increasingly 
powerful sub-state and non-state actors. 





varying stages of development: While Western 
and wealthy nations have some sophisticated 
governance structures for these purposes, this is 
generally not the case in less-developed and newly 
emerging economies. 


INSTITUTIONAL CHALLENGES 

In light of these (and other) global security 
challenges, a brief survey of some of the world’s 
major security institutions amply demonstrates 
the pressures of diffusion that they face and points 
to a diminished ability, given these institutions’ 
current makeup, to effectively meet their man- 
dates to achieve a more stable and secure world. 

For example, great power institutions, such as 
the UN Security Council, do not reflect the chang- 
ing balance-of-power relationships in the world 
today, much less in the future, yet the perma- 
nent powers on the Security Council show little 
political will, consensus, or innovation regarding 
reform. Efforts—such as the Group of 20’s—to 
more accurately reflect global power balances 
remain in their infancy. It will likely be a decade 
or more, at best, before 
the G-20 evolves toward 
a more effective security- 
related orientation. 

Blue-helmet peace- 
keeping operations 
under the auspices of the 
UN and with the author- 
ity of the UN Security Council, as well as other 
multilateral peace operations around the world, 
are stretched thin, cannot meet their mandates, 
often must contend with well- and even better- 
armed groups in their areas of operation, and are 
in serious need of rethinking and reform. 

Peace operations worldwide have steadily 
grown in number and personnel over the past 
decade, and the demand for peace operations, or 
for similar long-term interventions by the interna- 
tional community, will likely increase. According 
to figures compiled by SIPRI, at the end of 2009, 
there were 54 multilateral peace operations in 34 
locations around the world, with a total ‘of some 
219,000 deployed personnel at a cost of approxi- 
mately $9.1 billion—all record high figures. 

Yet examples of long-term success are spo- 
radic. Most peace operations, while usually able 
to bring about a modicum of stability, at least in 
comparison to situations before deployment, are 
nevertheless poorly equipped to be more than 
placeholders. They generally are not in a position 


to facilitate establishing the foundations, infra- 
structure, or institutions necessary for long-term 
stability in conflict-afflicted regions. 

NATO, one of the world’s most coherent and 
well-integrated security institutions, also con- 
fronts critical long-term challenges. For the next 
five to ten years, at a minimum, NATO will be 
faced with great uncertainty regarding at least 
three strategic problems, each having profound 
ramifications for the alliance’s future as an effec- 
tive contributor to global security governance. 
The three problems are: the role of the alliance 
in the war in Afghanistan, along with the need to 
develop a strategy for long-term success in that 
country; the future of NATO’s relationship with 
Russia; and the development and execution of an 
effective and realistic new strategic concept for 
NATO. : 

The first two challenges are difficult enough, 
but the third may present the longest-term dif- 
ficulties for the alliance. As the University of 
Iceland's Alyson Bailes and University College 
Cork’s Andrew Cottey have pointed out, the list 
of strategic questions facing NATO is “daunt- 
ingly long.” It includes striking a balance between 
out-of-area operations and defending members’ 
territory; coming to terms with the nature and 
ramifications of Article 5 of the NATO charter, 
which establishes a security guarantee for mem- 
ber states; figuring out next steps, if any, for NATO 
enlargement; and addressing new security threats 
brought on by diffusion, including technology 
and materials proliferation, cyberattacks, and ter- 
rorism. 

Other Euro-Atlantic institutions—such as the 
European Union, which is trying to develop a 
more coherent and effective Common Security 
and Defense Policy, and the Organization for 
Security and Cooperation in Europe (OSCE)—face 
similar challenges of strategic reassessment that 
will likely last a decade or more, and regarding 
which success is not guaranteed. 

Russian efforts to revisit and redefine the 
architecture of European security, particularly 
with regard to institutions originating from the 
cold war—such as NATO, the OSCE, and the 
Conventional Forces in Europe Treaty (in which 
Moscow in 2007 unilaterally suspended its par- 
ticipation)—also point to the likely long-term 
uncertainty and ineffectiveness that will charac- 
terize multilateral security governance structures 
in the Euro-Atlantic and even the Eurasian area 
into the 2010s and beyond. 
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Beyond the Euro-Atlantic zone; the issue is not 
so much one of weakening security institutions 
as it is the near-absence of effective institutions. 
Asian multilateralism has certainly increased in 
recent years, but these organizations are primarily 
aimed at building political confidence among their 
members, not at acting in concert to confront and 
solve regional and global security threats. The 
African Union of late has begun to more actively 
address some of the continents security chal- 
lenges, especially through deployment of peace 
operations, but the organization remains woe- 
fully underfunded, understaffed, and politically 
constrained from acting on a more robust security 
mandate. 


PROLIFERATION PROBLEMS 

The global governance bodies charged with 
addressing proliferation-related challenges— 
such as the UN Security Council, the International 
Atomic Energy Agency (IAEA), the Nuclear 
Non-Proliferation Treaty (NPT) regime, and the 
Conference on Disarmament—are likewise fall- 
ing short of their mandates. These bodies, as 
well as the prospects for nonproliferation, arms 
control, and disarmament more broadly, face at 
least four major challenges in the medium to 
longer term. 

First, no consensus exists among major pow- 
ers on how best to achieve nonproliferation, arms 
control, and disarmament. The United States and 
Russia, while apparently prepared to undertake 
some mutually verifiable disarmament steps, will 
face difficulties in the coming years as they seek 
to sort through not only their strategic force 
balances, but also the need to integrate tactical 
forces, missile defenses, and long-range conven- 
tional strike forces into their negotiations and 
agreements. 

Beijing will likely remain outside of disarma- 
ment discussions, even though China, among the 
major nuclear weapons states, is undertaking the 
most significant modernization of its strategic forc- 
es. China will also likely frustrate serious efforts 
by the international community—through vari- 
ous institutions and multilateral frameworks—to 
coercively roll back the nuclear ambitions of Iran 
and North Korea or others in the future. 

Second, the international nonproliferation and 
arms control regime has not determined how 
to deal effectively with countries outside of the 
regime or those that openly defy it. As just one 
example, countries such as Iran and North Korea 
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demonstrated an ability to make significant prog- 
ress toward realizing nuclear weapons programs 
even as they remained in ostensible compliance 
with their obligations toward institutions such as 
the IAEA. 

Third, the principal bodies of the global non- 
proliferation and arms control regime are not 
equipped to address and act on the possession 
of sensitive materials and weapons by non-state 
actors. For example, even though world leaders 
came together for the nuclear security summit that 
President Barack Obama hosted in Washington in 
April 2010, there is no agreement on the appropri- 
ate, concrete actions that the international com- 
munity, including its security institutions, should 
take to tackle the long-range challenges of nuclear 
security. This is especially a problem as nuclear 
energy and the means to exploit it become an 
increasingly attractive option for more and more 
countries. 

Fourth, today’s security governance structures, 
particularly at the global and regional levels, 
are not prepared to address 
problems associated with 
the weaponization of dual- 
use technologies in areas 
such as biology, genetics, 
and nanotechnology. The 
rapid advances made in 
these fields, and the wide- 





Great power institutions, such 
as the UN Security Council, 
do not reflect changing 
balance-of-power relationships. 


Existing security governance institutions likely 
will come up short in dealing with regional 
instabilities, rolling back proliferation, preventing 
destabilizing flows of technologies and weapons, 
and hindering the malign intentions of non-state 
actors, including terrorists. Moreover, the ongo- 
ing effects of the economic downturn may have 
accelerated the diffusion of power among states, 
suggesting an even more fragmented international 
system in which consensus and cooperation will 
be more difficult to realize and sustain. Economic 
woes have also weakened the capacity of states— 
especially major Western states—to devote neces- 
sary political and financial resources to addressing 
the security challenges the world faces. 

Clearly, bold institutional reform and outright 
change are needed. Major security governance 
institutions at the global and regional levels 
should hasten the equitable integration of major 
emerging countries into the international system 
and encourage their more active, constructive 
contributions to addressing security challenges. 
This includes expanding the 
permanent membership of 
the Security Council and 
strengthening the G-20's role 
as a security actor. 

Regional - groupings 
concerned with security 
issues—such as the African 





spread application of these 

technologies across a range of legitimate activities 
worldwide, will make it very difficult for cur- 
rent security governance structures effectively to 
police dual-use international transfers. 


LOOKING AHEAD 

The tasks assigned to global security insti- 
tutions such as the UN, the Security Council, 
the IAEA, the NPT, the G-20, the Conference 
on Disarmament—as well as other important 
security-related mechanisms such as the Six- 


Party Talks regarding the Korean Peninsula and ° 


the P5+1 (the five permanent members of the 
Security Council plus Germany) process with 
Iran—are difficult in their own right. But their 
challenges are compounded in an era character- 
ized by the diffusion of political power among 
international actors, the dispersal of lethal capa- 
bilities to non-state actors, and the spread of 
transnational security threats to places where 
sovereignty concerns and opposition to interna- 
tional intervention remain strong. 





Union, the Association of 
Southeast Asian Nations (ASEAN), the ASEAN 
Regional Forum, and the Shanghai Cooperation 
Organization—should further bolster the abilities 
of member states to mitigate transnational secu- 
rity challenges in their neighborhoods, strengthen 
capacities for peace and humanitarian relief opera- 
tions, and deepen cooperation with other regional 
and global institutions. 

Peace operations—both those under the UN 
flag and those led by other institutions such as 
NATO, the EU, or the African Union—will require 
more flexible mandates from their political leaders 
regarding intervention and the use of force, as well 
as strengthened legitimacy with local populations 
and governments. Peace operations will also need 
to expand and improve the role of civilian experts 
who can help assure a more stable and sustain- 
able transition from conflict to peace through 
assistance and capacity building in areas such as 
finance, education, health, and justice systems. 

Broadly speaking, established security gover- 
nance institutions must become more nimble and 


innovative, moving beyond many of the norms 
and constraints that state-centric, consensus- 
based institutions can impose. More focused, ad 
hoc, and like-minded groupings of stakeholders 
can be more effective and flexible in addressing 
some security challenges. 

In addition, security institutions at the global, 
regional, and national levels need to expand and 
strengthen partnerships and other types of inter- 
action with the full range of non-state actors on 
the international scene today. Public-private part- 
nerships that gain synergies by bringing together 
intergovernmental organizations, national govern- 
ments, businesses, and nonprofit groups constitute 
moves in the right direction. Developing such 
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partnerships for peace-building and humanitarian 
relief operations is especially important, both to 
improve coordination in acute phases of opera- 
tions, and to assure a relatively stable transition to 
longer-term post-crisis rebuilding efforts. 

The problem is that such reforms, however 
necessary, will be very difficult to implement— 
especially as global, regional, and national 
security institutions face growing challenges 
associated with the diffusion trends that hamper 
even modest collective action. As a result, for 
the near to medium term, the international com- 
munity likely will confront the consequences of 
weaker global security governance in an increas- 
ingly insecure world. | 






“Global governance still requires leadership thatarticulates a constructive, prac- 
tical vision for international cooperation.” : 











America, the Ambivalent Leader 


CHRISTOPHER S. CHIVVIS 


he twentieth century's two major attempts global governance, such as the General Agreement 
at building global structures for collective on Tariffs and Trade, were enormously beneficial 
security, the League of Nations and the to the United States, and came at comparatively 
United Nations, were both American projects. The little cost. However, while practical exigencies 
projects’ proponents believed that they tapped an have helped determine the US role in international 
inherent compatibility between Americas own institutions, intellectual forces have shaped the 
political culture and the need for global institu- American political imagination when it comes to 
tions in an increasingly interconnected interna- global governance, and these forces will continue 
tional system. to have a significant impact in both constraining 
At the same time, however, the relationship and energizing US efforts at international leader- 
between the United States and both of these ship. 
attempts at global governance was conflicted: The The principal intellectual traditions that have 
US Senate rejected the League outright, and sev- informed policy makers’ thinking about US sup- 
eral American administrations viewed the UN with port for global institutions are reflected in the ideas 
skepticism or even hostility—regarding it as, at of three American statesmen—Woodrow Wilson, 
best, a body to be used or circumvented depending Franklin Delano Roosevelt, and Henry Kissinger. 


on which course suited Washington's objectives. 
This trend has continued to the present. In the THE DREAM OF PEACE 


post—cold war era, both Democratic and Republican One of Wilson’s predecessors in the White 
administrations have looked to the UN for solutions House, Theodore Roosevelt, maintained imperial- 
to a growing range of issues, from crisis manage- ist views that reflected a global vision of a certain 
ment to the proliferation of weapons of mass type. However, it was only with Wilson’s advocacy 
destruction. When polled today, the American pub-. for the establishment of the League of Nations 
lic still tends to support multilateral institutions. after World War I that the idea of multilateral 
Yet, in the wake of the Iraq invasion, neoconserva- international institutions received its national 
tives like Richard Perle celebrated “the death of the debut in the United States. Wilson’s international 
UN.” Now Tea Party leaders are calling for America’s vision was influenced by his background in con- 
withdrawal from the organization altogether. stitutional law. It also sprang from the progressive, 
Looking forward, the conflicted relationship universal principles that grounded his broader 
between the United States and multilateral institu- thinking about politics in the modern era. 
tions raises an important question: To what extent Wilson was an idealist in the sense that he 
will America be able to continue leading the way adhered to the ethical precepts of Presbyterianism, 
in establishing and improving systems of global which encouraged him to subordinate immediate 
governance? material gains to higher values and objectives. 
The United States has, of course, favored mul- But more important than the religious dimension 
tilateralism when multilateralism has favored the in his international thinking was the form that 
United States. The main American successes in his idealism took—universal Kantian liberalism. 


Wilson viewed constitutional democracy as not 


only morally superior to other forms of govern- 
CHRISTOPHER S. CHIVVIS, a political scientist at the Rand y y SUP & 


Corporation, teaches international history at Johns Hopkins ment, especially to the monarchic orders that he 
University’s School of Advanced International Studies. blamed for Europes conflagration, but also as 
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inexorably bound to become a universal political 
form. It followed that, as older forms of govern- 
ment grew obsolescent and democratic values and 
institutions spread worldwide, the emergence of 
a common democratic worldview would bring 
peace and facilitate agreement on global institu- 
tions. These institutions in turn would natu- 
tally resemble those that had proved so effective 
domestically. 

The forward march of democracy thus made 
multilateral global governance not just possible, 
but inevitable. To work in favor of the spread of 
democracy and the institutionalization of interna- 
tional cooperation was to work in alignment with 
deeper historical trends. Wilsons articulation of 
such high principles, however, was also intended 
to inspire his own countrymen—who needed, he 
believed, a positive vision of international affairs 
to rally around if they were to shed their isolation- 
ist attitude toward Europe, which had become 
untenable. 

At the same time, Wilson believed that the 
articulation of these princi- 
ples, because they promoted 
positive American engagement 
with Europe, would also 
encourage democracy’s expan- 
sion and facilitate the emer- 
gence of a universal system of 
global governance. This was 








The value of playing a central 

role in the design of a system 

of global governance should 
not be underestimated. 
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The League's main practical aim was to establish 
collective security. League members were expected 
to come to the aid of any country whose sovereign 
territory was violated by another. Wilson thought 
states would do this in recognition of their own 
interest in supporting democratic sovereignty and 
self-determination. Unfortunately, this thinking 
contradicted the logic behind Kantian democratic 
peace theory, namely that democratic states are 
disinclined toward war because the people nor- 
mally bear the costs of war yet gain little from it. 
If this logic is valid, it is unclear why people could 
be expected to shed their pacific inclination in 
defense of the League's principles. 

Here was the flaw that led to the demise of 
the League in the 1930s. The League failed 
to act when Japan invaded Manchuria, when 
Hitler renounced the Versailles Treaty and start- 
ing rebuilding the German military machine, 
and when the Italian dictator Benito Mussolini 
invaded Ethiopia. Wilson’s ideal world might have 
acted, but for humankind as it was in the 1930s, 
wracked by economic troubles 
and frightened by the grow- 
ing specter of war, the sub- 
jugation of short-term gains 
to longer-term goods proved 
impossible. 

The League had run up 
against this sort of problem 





because the United States was 

already a vast democracy with federal institutions 
that provided a rough model for both domestic and 
global governance in the democratic age. America, 
in other words, embodied the values and the insti- 
tutional structures toward which the rest of the 
world was evolving at the domestic as well as the 
international level. Correspondingly, the United 
States had a vital historical role to play in helping 
guide Europe into the future. 

Wilson no doubt was wise to recognize that 
his own countrymen needed some positive moti- 
vating vision if their constructive engagement in 
international affairs was to be sustained. And: his 
idealism had a more positive effect than some 
critics admit, insofar as it inspired future efforts 
to establish international institutions. The UN and 
the European Union were both influenced by the 
experience of the League of Nations, and thus 
by Wilson. The universal underpinnings of this 
vision, however, succeeded neither in keeping the 
United States consistently engaged nor as a basis 
for effective collective security at the global level. 





earlier, of course, when it 
came to ratification in the US Senate of American 
entry into the body. Henry Cabot Lodge, who led 
the Republican-controlled Senate in its effort to 
sink the treaty, insisted that the United States must 
not bind itself unconditionally to defending the 
territorial integrity of another state. 

Such failures can be linked in part to Wilson’s 
tendency to oversimplify the complexities of 
international affairs, as well as to his suspicion 
of foreign policy experts, especially in the State 
Department. This shortcoming was compounded 
by his deductive and ethical mode of analysis, 
which itself contributed both to his universalistic 
outlook and to a tone bordering on moral superi- 
ority which did not always serve diplomatic ends. 


POWER AND PRINCIPLE 

Franklin Roosevelt was the most prominent 
heir to the Wilsonian tradition, but his belief 
in multilateralism was much less constant than 
Wilson’s. As assistant secretary of state for the 
Navy under Wilson, FDR was for most of World 
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War I an advocate of a foreign policy closer to 
his cousin Theodore’s than to his president's. 
Enthusiastic about the writings of the American 
strategic thinker Alfred Thayer Mahan on the 
importance of sea power, Roosevelt wanted a US 
navy that could squash any German resistance and 
even stand up to the British if necessary. Roosevelt 
harbored some suspicions of Europe. But unlike 
many of his countrymen who sought refuge in 
isolationism, he concluded that the United States 
needed to play a forceful leadership role in the 
world, a role facilitated by a potent military. 

Like Wilson, however, Roosevelt recognized 
that many Americans held high expectations for 
a new era of peace after World War I, and that 
keeping his country engaged in the world would 
require the public championing of higher ideals. 
He thus embraced the League, at least rhetorically. 
Even so, his arguments in favor of it were more 
pragmatic than were Wilson’s. Both saw the 
League as a practical necessity, but Roosevelt does 
not appear to have shared Wilson’s wholehearted 
view that it was also inher- 


universalism more than once. He would do so 
again during wartime deliberations about the 
future United Nations. At first, he favored a “four 
policemen” arrangement, whereby Britain, China, 
Russia, and the United States would collaborate 
in maintaining global security. The basic idea was 
a global balance-of-power system, in which any 
decisions made by the four would be binding sim- 
ply on account of their preponderance of power. 
In such a system, coalitions of three against one 
could emerge if one power acted counter to the 
interests of the rest. Notably, because Roosevelt 
assumed that nationalist China would always side 
with the United States, he thought it unlikely that 
America would ever find itself in the minority. 
Otherwise, on smaller regional issues, each of the 
four policemen would take the lead in maintain- 
ing peace within its own sphere of influence. The 
two-tiered arrangement would be embodied in a 
permanent postwar council responsible for the 
maintenance of global peace and security. 
This idea became the basis for the UN Security 
Council, but only after it 





ently good for mankind. 

This difference was in part 
the result of basic differenc- 
es in character between the 
two men. Whereas Wilson’s 
mind operated predominant- 
ly in the deductive mode, 





Multiple, overlapping, regional 
systems could serve as building 
blocks for cooperation on a 
range of security issues. 





Roosevelt preferred to keep 

his options open, favoring flexibility over commit- 
ment—a temperament less inclined toward global 
grand designs, though not hostile to international 
cooperation when it was advantageous. 

This more pragmatic view perhaps explains 
why, in spite of his public advocacy for closer 
relations with the League throughout the 1920s, 
Roosevelt began his presidency in 1933 by “tor- 
pedoing” the main multilateral initiative of the 
moment, a French-led effort to restore the inter- 
national gold standard and thereby revive inter- 
national trade and foster recovery from the Great 
Depression. Roosevelt’s policies in this period 
were obviously the product of his national eco- 
nomic strategy, but they were also constricted by a 
mounting isolationist mood among the American 
public. In the later 1930s isolationism reached a 
new apex with the passage of neutrality legislation 
aimed at ensuring that the United States would 
never again engage in costly European wars. 

From 1914 until 1940, then, Roosevelt flip- 
flopped between unilateralism and Wilsonian 





had been significantly trans- 
formed by the pressures of 
wartime statecraft. First there 
were the allies to contend 
with. The Russians insisted 
that each of the four police- 
men have veto power over 
any decision made by the 
council. This obviously undermined the council's 
potential effectiveness. 

In addition, Roosevelt had to deal with domes- 
tic opinion. He recognized that enduring peace 
was unlikely to be achieved unless the United 
States constructively supported it, but he was 
skeptical of America’s ability to do so effectively, 
absent some degree of internal unity when it came 
to foreign affairs. Divisions at home, as the defeat 
of the League had demonstrated, could be fatal to 
America’s influence abroad and wreak havoc on its 
ability to sustain a consistent foreign policy. 

Thus, as for Wilson in 1919, the need to per- 
suade the American people to support a policy of 
European engagement increased the pressure to 
establish universal global institutions that went 
well beyond the four-power arrangement—an 
arrangement that was grounded in the realities of 
power and that demoted lesser nations, democrat- 
ic or otherwise, to subordinate status in the inter- 
national system. So, as the war in Europe neared 
its denouement, Roosevelt and his administra- 


tion began pursuing a much more ambitious and 
inclusive vision of global governance, one that 
encompassed all states on a formally equal basis. 

Although the four-policemen model would 
have been compatible with the development of 
regional institutional arrangements under the 
leadership of each great power, the more uni- 
versal model that Roosevelt ultimately adopted 
was not. Secretary of State Cordell Hull, one of 
the administrations main proponents of univer- 
sal Wilsonian institutions; rejected proposals for 
regionally organized multilateral structures like 
the European Advisory Commission that Winston 
Churchill was promoting as a means of governing 
European affairs after the war. Hull worried that 
such structures would suck power and legitimacy 
from the United Nations. 

The diplomat George Kennan warned in 
Washington that Roosevelts neo-Wilsonianism 
was distracting attention from the realities on the 
ground in Europe, where Stalin was asserting con- 
trol over the Eastern countries whose liberation 
had been one aim of fighting the war in the first 
place. Kennan predicted, correctly, that the United 
Nations would have no ability to stop the subjuga- 
tion of Eastern Europe. 

Charles de Gaulle, meanwhile, complained bit- 
terly that the universal plans relegated Western 
Europe to secondary status, equal to Asia, Africa, 
and South America. He argued that Washington's 
eagerness to establish global institutions would 
thus run counter to Roosevelt’s stated objective 
of rescuing civilization, which for de Gaulle 
was coincident, even coterminous, with Europe. 
Suspicious that Roosevelts intended plan was to 
establish a global system in the name of universal 
principles, but in which the United States would 
hold the preponderance of power, de Gaulle 
quipped that Roosevelt had “cloaked his will to 
power in idealism.” 


NATIONALIST REALPOLITIK 

The high hopes for a permanent resolution of 
international conflict via the multilateral mecha- 
nisms championed by America at the end of 
World War II carried the risk that US attitudes 
toward the UN would sour when, in the postwar 
era, its very real limitations became apparent. 

In US foreign policy circles, enthusiasm for the 
UN was never very great in the first place. Dean 
Acheson, for example, sometimes spoke favorably 
of the UN, particularly when he served as secretary 
of state, and he used the institution when it suited 
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his aims. Acheson was more than willing to go to 
the UN to gain support for the defense of South 
Korea when he knew he would prevail because the 
Soviet Union was boycotting the Security Council. 
In general, however, he doubted the UN’s power to 
resolve key international issues. 

Acheson expressed concern,. moreover, that 
the UN might delude the American public into 
believing that foreign disengagement was possible 
despite an increasingly menacing international 
political situation—in other words, the multilat- 
eral institution might have exactly the opposite 
effect of that which Roosevelt and Wilson had 
intended. . Many in official Washington circles 
shared this view. In subsequent decades, America’s 
relationship with the UN would become increas- 
ingly tenuous, and US officials would grow more 
disenchanted with the global institution. 

De Gaulle thought Roosevelts strategic plan 
was to press the European powers to decolonize 
so that an army of small client states might be 
amassed to envelop the Soviet Union in the UN 
General Assembly. As it turned out, something 
close to the reverse occurred. In the decade after 
World War II, the United States could rely on 
support in the General Assembly, but with decolo- 
nization and the entry of new states into the orga- 
nization over the course of the 1950s and 1960s, 
the General Assembly grew hostile to US aims. 

Disaffection with the United Nations, mean- 
while, corresponded with the development of 
a more confident US foreign: policy during the 
cold war. As the old isolationism receded, a more 
nationalistic temperament reminiscent of Teddy 
Roosevelt came to the fore. From the nationalists’ 
perspective, if the United Nations was inconve- 
nient, it could be ignored without much damage 
to fundamental US interests. 

Multilateralism, some felt, was basically a 
means for the weak to restrain the strong, and 
as such of little interest to America. For others, 
multilateralism was inherently undemocratic— 
not only because its membership, contrary to 
Wilsons vision, was not limited to democracies, 
but also insofar as it limited the sovereignty of 
the United States and by extension the will of the 
American people. This was the view of Democratic 
proto-neoconservatives like Senator Henry “Scoop” 
Jackson. It was also the view of Republicans like 
Kissinger, who played an important facilitating 
role in the rise of this nationalist trend by articu- 
lating an argument against the UN and in favor of 
a return to nineteenth-century realpolitik. 
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Kissinger’s basic challenge to the UN, and to 
collective security in general, was that, for it to 
work, states would not only have to assess threats 
equally; they would also have to agree about what 
steps were necessary to address the threats. For 
Wilson in 1919, there really was only one big, 
general threat—the threat of war itself. Kissinger 
pointed out that for the French, by contrast, the 
threat was specific and came from across the 
Rhine. Kissinger thought the French position was 
the norm: The international security system was 
dominated not by one big threat on the Wilsonian 
model, but by a multiplicity of concrete threats 
affecting states in various ways and to various 
degrees. 

Even in cases where states face the same 
threats, Kissinger argued, there will always be a 
multiplicity of potential responses, with different 
costs and implications for each nation. Differences 
over which threats matter and which approach 
should be taken are thus bound to emerge and to 
undermine the multilateral organization’s ability 
to take collective action. The very awareness of 
this problem in turn will 
deprive of substance any 
effort at collective security. 
For Kissinger, therefore, the 
United Nations is basically 
pointless. Turtle Bay pro- 








The United States has favored 
multilateralism when multilateralism 
has favored the United States. 


once to take on such risks and, in keeping with 
Wilson's idealism, put short-term interests aside in 
favor of the further development of global institu- 
tions that would positively shape the international 
system to its advantage. 

Washington did so in several ways, leading the 
development of a new European security archi- 
tecture, promoting the World Trade Organization, 
supporting a stronger and expanded European 
Union, encouraging the Association of Southeast 
Asian Nations (ASEAN), and, on several occasions, 
seeking to invigorate the United Nations. 

In all of these cases, there is more to be done. 
Global governance still requires leadership that 
articulates a constructive, practical vision for 
international cooperation. Yet America’s capacity 
and willingness to take up this leadership role 
are less sure. The political and economic crises 
of the past decade have encouraged a revival of 
isolationist forces in US politics. This could prove 
healthy in part, if it encourages a greater focus 
on regenerating the domestic basis of American 
national power. If it leads, however, to a sharp 
retraction of US leader- 
ship around the world, the 
impact on existing systems 
of global governance is apt 
to be negative both for the 
institutions themselves and 
for the United States. 





vides a “convenient meet- 
ing place for diplomats”’—a 
physical infrastructure for the conduct of tradi- 
tional statecraft, but little more. 


AMERICA’S PROMISE 

Efforts to establish collective security systems 
have often foundered on the difficulty of reaching 
consensus, and most existing forms of interna- 
tional governance, regional or global, are subject 
to the same problem. NATO is suffering from 
precisely this dilemma today as it struggles with 
burden-sharing issues in Afghanistan and works 
to develop a new strategic concept to guide it in 
the next decade. Even in a regional organization 
whose membership is circumscribed, such as the 
European Union, national divisions persist. 

A recognition of the challenges of coopera- 
tion, however, should not be permitted to become 
an axiomatic condemnation of efforts to build 
structures for global governance. At certain times, 
certain states are in a position to take on risks to 
build better institutions. In the post-cold war era, 
the United States appeared in a position more than 





The value of playing a 
central role in the design of a system of global 
governance should not be underestimated. The 
new isolationist forces must be persuaded that 
continued multilateral engagement in the world 
pays benefits for America’s essential way of life 
and that no inherent contradiction exists between 
engagement and domestic rejuvenation, only a 
question of proportioning resources between two 
interlinked objectives. 

At a minimum, this means some degree of ideal- 
ist Wilsonian abnegation of immediate gain for the 
sake of larger interests. It does not mean, however, 


- the adoption of an absolute universalism that too 


easily resembles American triumphalism and thus 
seriously complicates US efforts to build global insti- 
tutions that incorporate regions of the world where 
people's cultural and historical outlooks differ. A 
simple appeal to universal values is not likely to be 
effective, if it ever was, even in terms of encourag- 
ing constructive US engagement with multilateral 
institutions. Universal principles cannot, moreover, 
in and of themselves constitute a complete and real- 


istic basis for the development of a system of global 
governance in a world where plurality is increasing 
politically as well as economically. 

A healthy dose of Kissingerian skepticism will 
thus be a helpful ingredient in any future efforts to 
reform global governance. At the same time, how- 
ever, this skepticism must not undermine reform 
efforts or serve to justify myopic negativity. In the 
end, an appreciation of the essential role of power 
in international relations does not amount to a 
sound argument for a return to realpolitik. 

Roosevelts original idea of the four policemen 
may also be a useful guide in efforts to promote 
a system of global governance that responds 
effectively to the problems of the twenty-first 
century, if only because it resembles most closely 
the emerging multipolar or “interpolar” structure 
of the global system. For it to work, however, 
any such emphasis will require openness to the 
development of regional blocs and governance 
structures, even if these contradict and in some 
ways weaken broader global designs. 


THE REGIONAL DIMENSION 

In the past, US interest in developing region- 
al governance structures has been somewhat 
limited, notwithstanding Washington’s postwar 
efforts in favor of European integration and other 
regional organizations. As a number of analysts 
have noted, America’s tendency toward universal- 
ism is rooted in its particular geopolitical situa- 
tion, which has encouraged the country to waver 
between isolationism and unilateralism on the one 
hand, and universal, global orders on the other. 
Not only does the United States have a global per- 
spective due to its situation between the world’s 
two greatest oceans, but it also has no real history 
of overseas engagement as anything other than a 
superpower—hence no historical experience of 
cooperating with other states on equal terms. 

While a regional approach to global governance 
has had some proponents in academia, the idea of 
regionalism has never fully developed as a major 
intellectual force in US international thought. A 
misguided though perhaps understandable ten- 
dency exists to see regional organizations that 
do not include the United States as inherently or 
necessarily hostile to US interests. Also, in some 
circles a simplistic view of regionalism holds, one 
that sees regions strictly in continental terms, and 
would thus deny the existence of a Euro-Atlantic 
regional space knit.together by shared values, his- 
tory, and deep economic and military ties. 
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Along these lines, one of the more promising 
pathways to developing effective global security 
systems in the future is the elaboration of multi- 
ple, overlapping, regional systems that could serve 
as building blocks for cooperation on a range of 
security issues from counterterrorism to tracking 
weapons of mass destruction to responding to the 
threat of failed states. 

The former national security adviser Zbigniew 
Brzezinski, for example, has recently proposed 
developing closer collaboration among the EU, 
NATO, the Russian-led Collective Security Treaty 
Organization (CSTO), and ASEAN as a means of 
developing an appropriate security system for 
Eurasia. In any event, the need to develop a bet- 
ter working relationship between NATO and the 
EU—and eventually between these institutions 
and the African Union, the CSTO, and others—is 
likely to remain in the forefront of global security 
efforts. 

Developing closer and more flexible opera- 
tional ties between these regional security organi- 
zations and the UN's Department of Peacekeeping 
Operations will also remain important. The UN 
plays an increasingly significant role in addressing 
the problems of failing states where regional insti- 
tutions are unable or unwilling to help. As such, it 
deserves continued support, both from the United 
States and from the regional organizations that 
are well placed to help further its mission—the 
African Union, the EU, and NATO. 

To be sure, not everything can be handled on 
a regional level, and the development of regional 
governance institutions can be almost as chal- 
lenging as the establishment of global institu- 
tions based on universal principles. Europe's 
experience with regional ‘integration was the 
result in no small part of three decades of violent 
war followed by a bipolar system that facilitated 
cooperation. 

Nor will or should the United States abandon 
its traditional role as spokesman for the univer- 
sal principles on which its own political system 
is founded. On some level, these principles will 
continue to exert global appeal. Provided that 
American actions embody the values of consti- 
tutional democracy, individual rights, and a rule- 
based order, universal ideals will remain sources 
of US influence across the world. As a practi- 
cal matter, however, the regional dimension of 
global governance will be equally important, and 
deserves greater emphasis than it has tradition- 
ally received. a 





= 


“The ongoing shift in the distribution of global financial power could come just 
in time to revitalize the IMF and other major international financial institutions.” 





How to Reform the IMF 


RANDALL W. STONE 


nternational governance—the broad set 

of rules, international organizations, and 

informal understandings that facilitate 
cooperation among states in the contemporary 
world—has reached a decisive moment. The 
world’s essentially liberal international institu- 
tions, participatory but US-led, expanded rap- 
idly after the end of the cold war. Now they face 
new challenges, as they will be forced to adapt 
to dramatic economic growth in emerging mar- 
kets in Asia and Latin America. Under particu- 
larly heavy challenge is the role that the United 
States plays in international financial institu- 
tions, most notably the International Monetary 
Fund (IMF) and the World Bank, where America 
has traditionally exerted a degree of informal 
influence out of proportion to its formal voting 
rights. 

The rapid expansion of international organiza- 
tions has been one of the most striking develop- 
ments in world politics since the cold war ended. 
Formal intergovernmental structures have prolif- 
erated in number. Indeed, it is hard to think of 
a problein of widespread international concern 
that is not now the focus of activity of some 
international institution. Meanwhile, member- 
ship in the major multilateral organizations has 
grown, such that few states in the world are not 
deeply engaged in international cooperation on 
numerous fronts. 

The most important international economic 
organizations—the IMF, the World Bank, the 
World Trade Organization, and the European 
Union—have reinvented themselves several 
times in recent decades, extending their reach 
into intimate details of their members’ domestic 
political economies.’ International law, too, has 
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expanded in substantive scope, and the efficacy 
of its application has increased as the world has 
witnessed a proliferation of international courts 
and adjudicatory bodies. In general, interna- 
tional governance today is broader, deeper, and 
more comprehensive than at any previous point 
in history, and it shows signs of further extend- 
ing and formalizing international cooperation in 
the future. 

International organizations are useful to their 
member states because they lend legitimacy 
and credibility to cooperative undertakings. 
As the world economy becomes increasingly 
a single, global marketplace linked by speed- 
of-light financial transactions—a world where 
events in any location can produce systemic 
effects, and where local problems often have 
only international solutions—the demand for 
cooperation has grown. Yet cooperation is fre- 
quently impeded by domestic politics and by 
short-term incentives to pursue opportunistic 
policies. International organizations thus play a 
critical role in building trust. 

In turn, multilateral institutions’ ability to 
foster trust depends on overcoming two related 
incentive problems. First, trust is problematic 
because international organizations aggregate the 
interests of their member states, so a degree of 
conflict is to be expected between the internation- 
al institutions and their individual member states 
in particular cases. Powerful states, especially, 
tend to have commitment problems because they 
enjoy attractive outside options; they often suc- 
cumb to the temptation to break rules when their 
core interests are affected. 


INFORMAL PRIVILEGE 

This is particularly true of the United States. 
As a result, in order to promote US participa- 
tion and investment, international organizations 
have developed informal channels that allow 


Washington to exert decisive influence when criti- 
cal national interests are affected. In return, the 
United States has accepted weaker formal rights 
in international organizations than its share of 
the world economy would predict. I refer to this 
bargain as informal governance. 

Informal governance resolves one incentive 
problem related to the distribution of power, but 
it creates another. Participation is attractive to 
weaker partners to the extent that the policies that 
international organizations generate are predict- 
able and tolerably close to their own preferences 
most of the time. This requires that the leading 
state exercise a degree of self-restraint. 

Yet, when pressing geopolitical or domestic 
political considerations loom larger in American 
calculations than the country’s long-term inter- 
ests in promoting cooperation, the United States 
tends to abuse its privileges—which undermines 
the credibility and legitimacy of international 
organizations. This happened in postcommu- 
nist countries in the 1990s, as US foreign policy 
objectives overwhelmed 
the agenda of market- 
oriented reform. It hap- 
pened again in the Asian 
economic crisis of 1997, 
as US trade and invest- 
ment objectives took pri- 
ority over containing the 








Informal influence over the IMF is 
corrosive, as it undermines the 
organization's claims to being 

impartial and democratically governed. 
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to make IMF governance more transparent and to 
limit the scope for informal governance. 


THE REDISTRIBUTION OF RISK 
The IMF has come to symbolize the efforts of 
advanced industrial countries to link the financial 
assistance that they provide to developing coun- 
tries with a broad agenda of macroeconomic pol- 
icy adjustment, trade and financial liberalization, 
and structural reform; indeed, the IMF has been at 
the forefront of all of these efforts. Debt reschedul- 
ing is linked to IMF-backed programs of sweeping 
liberal reforms, as is crisis lending to emerging- 
market economies and prolonged assistance to 
the impoverished countries of sub-Saharan Africa. 
It was not always so, however. The IMF that 
was envisioned by the economist John Maynard 
Keynes (who represented Great Britain in negotia- 
tions over postwar financial architecture) and that 
was codified in the Bretton Woods agreement of 
1944 was a different institution, with profoundly 
different purposes. Gradual changes in condition- 
ality, the IMFs treatment 
of capital controls, and 
the size of IMF resources 
‘relative to the world econ- 
omy have over time shift- 
ed more and more risk to 

developing countries. 

The Bretton Woods 





spread of market panic. 

The predictable consequence is declining par- 
ticipation by other states in international orga- 
nizations. In extreme cases this problem can 
paralyze important institutions, as was begin- 
ning to happen to the IMF before the recent 
global financial crisis. Demand for IMF loans had 
declined so far by early 2008 that the international 
body was compelled to reduce its workforce by 10 
percent, since it pays its expenses with the interest 
on its loans. 

As the resources of emerging-market econo- 
mies have expanded, calls to reform international 
financial institutions have intensified. In the 
case of the IMF, the global crisis of 2008 restored 
demand for its lending, and the leading financial 
powers—a club that now includes China, India, 
and Brazil—agreed to extend loans that tripled 
the IMFs resources. However, the price of that 
assistance will likely include a redistribution of 
formal voting rights in favor of developing coun- 
tries, a gradual moderation of IMF efforts to liber- 
alize markets, and an extension of recent moves 





agreement envisioned a 
system of fixed exchange rates, and both Keynes 
and his American negotiating partner, Harry 
Dexter White, recognized that fixed exchange 
rates would only be consistent with economic 
demand management and full employment objec- 
tives if they coexisted with illiberal measures 
to restrain flows of capital. The IMF Articles of 
Agreement consequently specified that members 
were free to impose capital controls at their sole 
discretion, and insisted only that countries should 


move steadily toward eliminating controls on 


payments for current transactions—controls, for 
example, that amounted to restraints of trade. 

Furthermore, the IMF did not initially attach 
conditionality, or demands for policy reform, to 
its loans. Keynes in particular thought that access 
to IMF resources should be made | automatic in 
order to alleviate countrie Rak ld foreign 
currency reserves. Th N policies~ct ed only 
gradually, and in respf (ol rican iitiatives. 
The United States, When it was, HY Fun s pri- 
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policy conditionality. Indeed Washington, until its 
demands were met, either blocked new lending or 
circumvented the IMF with bilateral lending that 
was loaded with policy conditions. 

Conditional lending was gradually formalized 
in the 1950s, and loans were broken into phased 
tranches that were disbursed as policy reform 
targets were met. Controversy over conditional- 
ity raged between the United States and its allies 
during the 1960s, with Washington pushing for 
more rigorous reforms across the board and linking 
IMF-backed reforms to its bilateral foreign aid. At 
the same time, the United States used its informal 
influence over IMF management to push for softer 
conditions for strategically placed client states. 
These conflicts came to a head when Britain’s Labor 
government was driven into a last, humiliating IMF 
program in 1976 that compelled it to drop long- 
standing social democratic policy commitments. 

By the 1980s, however, the United States and 
its closest allies were reading from the same script 
and calling on developing countries to imple- 
ment economic reforms. The administration of 
Ronald Reagan intensified 
the degree of conditionality 
in IMF loans by the simple 
expedient of slowing the 
growth of- IMF resources. 
Higher levels of condition- 
ality were established as a 
country’s debt to the Fund 
increased as a proportion of its quota, or share in 
the Fund’ capital. By keeping quotas low while 
inflation and debt levels rose, the IMF pushed 
countries into higher levels of conditionality, until 
conditional lending gradually became universal. 

The Latin American debt crisis in the early 
1980s gave the Fund leverage to demand sub- 
‘stantial policy reforms, and in subsequent years 
the complexity of the postcommunist transition 
added structural conditionality to the mix. The 
Asian crisis in the late 1990s added a new priority 
for financial sector liberalization. Conditionality 
as a result became much more comprehensive— 
and much more politically sensitive—than the 
IMF's designers had ever imagined. 

Meanwhile, the IMF gradually abandoned its 
acceptance of capital controls. The United States 
suspended convertibility of the dollar into gold 
in 1971, thereby undermiining the Bretton Woods 
system of fixed exchange rates, and in 1973 the 
major currencies began to float against each other. 
This meant that capital controls were no longer 





Powerful states often succumb to 
the temptation to break rules when 
their core interests are affected. 





a necessary part of the international system of 
finance. The administration of Richard Nixon 
immediately pushed for their abolition, but was 
rebuffed by the Europeans and Japanese. Over 
the next two decades, however, Europe and then 
Japan became convinced, first, that capital con- 
trols were ineffective, and eventually, that they 
were pernicious. 

The European Community abolished capi- 
tal controls along the way to creating the sin- 
gle market, and the Organization for Economic 
Cooperation and Development adopted the 
requirement that new members eliminate capital 
controls. The IMF began to use its policy condi- 
tionality to liberalize capital flows in the 1980s, 
and expanded this agenda in the 1990s. 


THE RUSH TO SELF-INSURE 

As IMF policy conditionality became more 
demanding, and as developing countries were 
encouraged to liberalize their financial markets, 
the size of IMF loans decreased relative to private 
capital flows. IMF resources have been expand- 
ed in a series of infrequent 
quota adjustments, but the 
adjusted quotas have not 
kept up with inflation. By 
the late 1990s they had 
become much less signifi- 
cant than they had been at 
the end of World War II as a 
share of world output, world trade, or particularly 
world capital flows. 

As a consequence, the IMF's lending was gener- 
ally inadequate to fill the financing gaps facing 
most of its borrowers. Inadequate financing made 
IMF-induced economic reform programs riskier 
and compelled countries to assume more of the 
responsibility for closing their financing gaps by 
cutting their fiscal deficits, devaluing their curren- 
cies, and raising interest rates. 

Each of these measures in turn amplified the 
pain of financial crises and increased the atten- 
dant political risks. IMF conditionality, meanwhile, 
had moved well beyond its initial blueprint of 
macroeconomic policy corrections intended to 
restore equilibrium to the balance of payments. 
Conditionality had come to embrace numerous 
supply-side reform measures aimed at promoting 
long-term growth, but which in some cases wors- 
ened the short-term outlook. Furthermore, the new 
IMF agenda of liberalizing capital flows increased 
the volatility of international business cycles. 


All of these changes added up to a profound 
redistribution of the risks of globalization to 
developing countries. The Asian crisis of 1997 
and subsequent capital account crises in Russia 
(1998), Brazil (1999), and Argentina (2001) con- 
vinced the leaders of emerging-market countries 
that the IMF no longer provided adequate insur- 
ance against financial crises, and that the United 
States exercised too much informal influence over 
- the IMF. 

As a result, these countries sharply changed 
their macroeconomic policies. Emerging-market 
economies withdrew from participation in IMF 
programs and turned instead to self-insurance: 
They devalued their currencies and steadily built 
up immense war chests of dollars and dollar- 
denominated assets. In the past 10 years, foreign 
investors accumulated over $4 trillion of US 
Treasury securities and hundreds of billions of 
dollars in cash and various US assets. China accu- 
mulated $2.5 trillion in official foreign reserves, 
70 percent of which was in dollars. Japan, South 
Korea, Taiwan, and Russia pursued similar poli- 
cies on a smaller scale. 

Paradoxically, the rush to self-insurance fueled 
the financial imbalances-that led to the global 
financial crisis of 2008. Immense purchases of 
US currency and assets drove up the value of the 
dollar and swelled the size of the American trade 
deficit with the rest of the world, and particularly 
with China. The attendant capital inflows inflated 
an asset bubble in the United States, in which 
the stock market was driven to record highs and 
real estate prices soared. The volume of outstand- 
ing mortgages in the United States rose from $5 
trillion in 2000 to $11 trillion by 2008. In the 


subsequent collapse of the housing bubble, prices. 


dropped by one-third on average. 

US policy mistakes, including a fiscal expan- 
sion and an extended period of low interest rates, 
contributed to the bubble. US regulatory failures 
turned it into a systemic financial problem rather 
than a localized real estate crisis.'The interna- 
tional dimension of the crisis also was important, 
however. The foreign currency purchases that 
fueled the bubble economy emerged as a response 
to the risks that, were shifted onto emerging mar- 
ket economies in the 1990s. 


THE DOLLAR RULES 

A sea change has occurred in the international 
economy during the past 10 years, and this will 
have a profound impact on international gov- 


How to Reform the IMF © 345 


ernance. In 2000, correcting for differences in 
purchasing power, the emerging and developing 
economies accounted for 37 percent of the global 
economy, and the advanced economies accounted 
for the other 63 percent. Today the emerging and 
developing economies are 47 percent of the world 
economy, and by:2013.they are projected to reach 
parity with the developed world. 

The Group of 7 leading industrial countries’ 
share of world output has declined since 2000 
from 49 percent to 40 percent. As a result, the 
cozy Western club that shaped economic policy 
by consensus has been largely eclipsed by the 
more fractious Group of 20. Today, China alone 
represents over 13 percent of global output, and 
the developing-country members of the. G-20 
comprise over 30 percent of the world economy. 

As significant as these developments are, it 
would be a mistake to conclude that the global 
crisis has upset the monetary order premised on 
the central role of the US dollar, or that it has fun- 
damentally undermined American preeminence 
in international finance. Consequently, we can 
expect the existing modes of international eco- 
nomic goyernance to be adjusted at the margins, 
rather than fundamentally overturned. 

The US dollar remains the world’s reserve 
currency. EFighty-eight percent of foreign cur- 
rency transactions involve dollars, and in fact it 
is impractical to convert most of the world’s cur- 
rencies to each other without first converting to 
dollars. Sixty percent of official currency reserves 
are held in dollars. Most commodity trade is con- 
ducted in dollars, and dollars are the preferred 
vehicle for international lending, borrowing, and 
investment. 

Partly as a result of the privileged position of 
the dollar, the financial crisis of 2008 had very dif- 
ferent consequences from those that might have 
been expected of a similar banking crisis originat- 
ing in some other country. Indeed, the American 
economy showed strengths during the crisis that- 
only a crisis could reveal. 

In a typical country, a banking crisis provokes 
a run on the currency and on the sovereign debt 
of the national authorities, because banks are typi- 
cally leveraged in foreign currency. Bank runs lead 
to rapid capital outflows, which drive down -the 
value of the currency and depreciate the value of 
government debt issued in the domestic currency. 
This leads to more capital outflows as bondhold- 
ers try to convert their balances to foreign curren- 
cy. The currency depreciation further undermines 
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the banking system, which has borrowed in for- 
eign currency and lent in domestic currency, and 
the systemic nature of the crisis undermines the 
ability of the government to act as a lender of last 
resort. ; 

This is what happened, for example, in Iceland 
in 2008. In the United States, however, because 
the dollar is the world’s reserve currency, exactly 
the opposite occurred—a run on financial institu- 
tions worse than anything seen since 1929 caused 
the US dollar to appreciate and government bond 
yields to drop. 

The reason was a flight to quality. Foreign 
investors reasoned that if the American financial 
system were truly threatened, the consequences 
would be worse in their own country than in the 
United States. For the most part they were cor- 
rect. Losses due to the US housing bubble were as 
threatening to European financial institutions as 
they were to American ones. American financial 
institutions were not vulnerable to a decline in 
the dollar, because they do not borrow in foreign 
currencies; they have preferential access to credit 
in dollars, so they have no incentive to do so. 

As a result, there was no self-reinforcing bank- 
ing and exchange-rate crisis. Money flowed into 
the American bond market as international inves- 
tors hurried to reach safe harbors. The US Federal 
Reserve, instead of husbanding its resources, 
expanded its lines of credit to other countries even 
before the financial crisis began to spread, correct- 
ly judging that the problem would be a shortage of 
dollars, not a surplus. As long as the international 
financial system remains dependent on the dollar, 
the United States will enjoy unique privileges and 
an unparalleled degree of financial influence. 


WHAT'S THE ALTERNATIVE? 

The central role of the dollar cannot be threat- 
ened unless a credible substitute ‘arises. To be 
more attractive than the dollar, an alternative cur- 
rency would have to be legal tender in a similarly 
large economy. It would have to displace the dol- 
lar as a medium of exchange in trade and finance, 
so as to overcome the lower costs of conducting 
transactions in the accepted currency. It would 
have to overcome a great deal of inertia in order 
to accomplish this. i 

In addition, an alternative currency would have 
to represent financial markets for debt and other 
securities of similar depth and breadth to those of 
the United States, and these markets would have 
to be comparably resilient, comprehensive, and 


innovative. Finally, such a currency would have 
to be backed by a similarly credible government. 

The euro comes closest to challenging the 
position of the dollar, but it has a long way to go 
to. overcome the dollars cost advantage. (Euros 
are involved in about 30 percent of currency 
transactions.) European financial markets remain 
segmented and are not as flexible as American 
markets. Demographic and budget trends in 
Europe are more unfavorable than in the United 
States. Furthermore, the double-dip European 
financial crisis of 2010 has revealed the depth of 
Europe’s financial governance problems. The EU 
failed to prevent member countries from amassing 
debts that destabilized the financial system and | 
led to months of costly paralysis as the crisis in 
Greece spread this year to Portugal, Spain, Ireland, 
and Italy. 

The yen was once seen as a challenger to the 
dollar, but years of economic stagnation in Japan 
have dulled its luster. The Chinese renminbi is 
no challenger, in spite of the dynamism of the 
Chinese economy, because it is not fully convert- 
ible and Chinese financial institutions are shield- 
ed from international competition. 

The primary challenge that China will pose 
to the international financial system will be 
that of coping with the consequences of China’s 
inevitably slowing growth rate. According to the 
IME, China’s economy is projected to grow at the 
astounding rate of 9.5 percent in 2010. This is not 
sustainable, however, if only because the rest of 
the world economy is not large enough to sustain 
the trade deficits that China would need to con- 
tinue running its huge trade surplus. 

China’s growth has beeri export-led. Thirty- 
seven percent of China’s gross domestic product 
comes from exports, and it maintains this level of 
exports by running a current account surplus of 
10 percent of GDP. Beijings policy of maintaining 
a weak renminbi—thereby increasing the price 
competitiveness of its exports—has provoked 
controversy with the United States. China in 
response has allowed a slight appreciation of the 
currency. But meanwhile the inflationary conse- 
quences of the weak-currency policy have driven 
up Chinese costs and wages. 

On top of this, the People’s Republic faces 
severe demographic challenges. China is expected 
to witness the most rapid urbanization in history 
over the next two decades, and there will be a 
surge in the proportion of the elderly population 
as the Cultural Revolution generation retires. 


The Chinese press frequently refers to a belief 
that annual growth of 8 percent is the minimum 
requirement for maintaining “social stability” in 
the face of rapid internal migration and rising 
aspirations, but it seems unlikely that this level of 
growth can be sustained. 


DEMANDS FOR REFORM 

The need to reform the IMF, however, does not 
come primarily in response to China's rise, and a 
slowing of Chinese growth will not solve the IMF's 
underlying problems. The shift of global econom- 
ic power to emerging markets is a much wider 
phenomenon. In terms of purchasing power, 
India’s economy is rapidly approaching the size of 
Japan's, and the major Latin American countries 
are catching up with the major European econo- 
mies. 

Demands for broader influence over global 
economic governance are, as a result, widespread. 
And these demands coincide with a deep dis- 
enchantment with international financial insti- 
tutions, particularly the 
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on streamlining conditionality, making it less 
intrusive, and achieving local ownership of eco- 
nomic reform programs. It is not clear that the 
new guidelines actually had the effect of reducing 
conditionality before the global financial crisis 
of 2008, but as part of the agreement to expand 
access to IMF resources, in 2009 the IMF signifi- 
cantly reduced the number and rigor of its condi- 
tions. 


CREDIBILITY PROBLEMS 
These changes, even in combination, fall short 
of changing the IMF governance structure. The 
fundamental issue with the Fund’s governance is 
that formal control rests with a weak executive 
board, which acts as a rubber stamp for proposals 
made by the managing director. This means that 
informal influence is privileged in the organiza- 
tion, because whoever influences the managing 
director controls policy. 
Increased external transparency does not fun- 
damentally change the terms of informal gover- 
nance, because members 





IMF. Even Fund insiders 
and sympathetic observ- 
ers have been calling for 
reform for the past decade. 

The IMF has in fact 
undertaken a number of 
reforms in recent years. 
Historically, it has been 
one of the most impenetrable of international 
organizations, with a deep-seated aversion to 
public scrutiny and an extensive system of con- 
trols to preserve secrecy. The secrecy surround- 
ing IMF decision making has been the subject of 
intense criticism, particularly in the wake of the 
Asian economic crisis of 1997, and governments, 
academic experts, and nongovernmental organiza- 
tions have called for increased transparency. 

In response, the Fund has begun posting on 
the internet the letters of intent that it negoti- 
ates with program participants. It has created an 
Independent Evaluation Office—independent of 
IMF management—to assess the institution's poli- 
cies and activities. It has opened to researchers its 
archives of documents older than five years. In the 
past year it has begun providing online access to 
its database of conditionality and compliance. 

At the same time, there have been widespread 
calls to reduce the intrusiveness of conditional- 
ity. New conditionality guidelines promulgated 
in 2002 in response to the Asian crisis focused 


Demands for broader influence over 
global economic governance coincide 
with a deep disenchantment with 
international financial institutions. 





of the executive board 
have always had access to 
the information now being 
disseminated more widely. 
The critical factors that 
marginalize the board are 
the number of the execu- 
tive directors and the rela- 
tively low level of the officials appointed to fill 
these positions. 

The frequency of meetings (several per week) 
and the large number of highly detailed decisions 
that form the board’s agenda ensure that execu- 
tive board members are relatively junior; thus, 
members do not have the political authority to 
make major policy decisions. Instead, they receive 
instructions from their countries’ finance minis- 
tries and central banks. 

In addition, the executive board, because of its 
large size—with 24 directors and an equal number 
of deputy directors who often represent different 
countries—has proved repeatedly that it cannot 
maintain confidentiality, so it cannot be the effec- 
tive locus of control. Major decisions have to be 
made elsewhere, where the rules of engagement 
do not involve voting. 

These institutional features favor the countries 
that are best positioned to exert informal influ- 
ence. In practice, the United States is usually the 
sole informal participant in the process of program 
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development outside of Africa, where France and 
occasionally Britain still play important roles. 
Germany played the critical role in influencing 
the extensive conditionality applied to Greece in 
2010, because domestic politics in Germany made 
it costly for Chancellor Angela Merkel to extend 
loans to the Greek government. 

This kind of informal influence over the IMF 
is corrosive, as it undermines the organization’s 
claims to being impartial and democratically gov- 
erned (albeit with weighted voting according to 
contributions). Furthermore, informal influence 
makes the IMF's policies inconsistent and, in polit- 
ically or systemically important cases, it under- 
mines the credibility of the loans-for-reforms 
contract at the heart of IMF conditional lending. 

These credibility problems, which became 
obvious in the cases of Russia in the 1990s and 
Argentina in 2001, have crippled the Fund's abil- 
ity to help manage financial crises in countries 
with systemic importance. In short, informal 
governance comes at the cost of legitimacy and 
credibility. The IMF can neither improve its effec- 
tiveness nor increase its acceptability in the devel- 
oping world without addressing this issue. 

From this point of view, the ongoing shift in the 
distribution of global financial power could come 
just in time to revitalize the IMF and other major 


international financial institutions. In response 
to the global crisis of 2008, the IMF applied to its 
members in 2009 for drastically increased lines 
of credit to support crisis lending. In a break 
with. precedent, the decision to roughly triple 
IMF resources was made in the G-20 rather than 
the G-7, reflecting the fact that emerging-market 
countries now have substantial financial reserves. 
Ten percent of the new resources came from 
China; another 8 percent came from South Korea, 
Russia, India, and Brazil. 

These resources came in the form of loans, not 
contributions to IMF capital, so they do not yet 
come with voting rights attached. But voting rights 
are set to be revised again in 2011 to reflect the 
redistribution of resources. It is to be expected that 
the shift to greater control by emerging-market 
countries will lead to a gradual moderation of the 
IMF's stance on financial reforms and to a stream- 
lining of conditionality. 

It could also lead to deeper institutional reforms 
that would increase the IMF’s credibility as a lend- 
er of last resort and as a monitoring agent for the 
global economy. In addition to boosting the effec- 
tiveness of international economic governance, 
such reforms would bolster the IMF's legitimacy, 
which is essential to promoting widely shared 
cooperation. ' 





“The global climate change regime . . . . was once considered an elegant, ground- 
breaking area of multinational environmental law [but] is now. looking decidedly 





complex, increasingly weary, and, to some, unfit for its purpose.” 





Turbulence in the Climate Regime 


STEPHEN PEAKE 


mate negotiations, the rhetoric of the “last 


[ete the history of international cli- 


chance” has never been far away. The 
world’s latest “last chance” was the December 
2009 Copenhagen summit. But now here comes 
another dramatic moment in the global climate 
change talks. 

Between November 29 and December 10, 2010, 
Cancun will host the 16th Conference of the Parties 
to the United Nations Framework Convention on 
Climate Change (UNFCCC) and the 6th Meeting 
of the Parties to the convention’s Kyoto Protocol. 
With the days for bargaining before the talks now 
dwindling, nations are once again posturing and 
preparing to lock horns in what has become one 
of the most technically and politically compli- 
cated global negotiations in history. 

If satisfaction is a function of expectations, then 
it is not hard to understand the overwhelming dis- 
satisfaction that delegates and the world’s media 
experienced last December regarding the outcome 
at Copenhagen. Expectations had risen out of 
hand in the run-up to the meeting. Today, in con- 
trast, the mood in the run-up to Cancun is sober. 
The hangover from Copenhagen has still not fully 
worn off among negotiators, and expectations are 
now more carefully managed. All parties speak of 
the difficulty of reaching a legally binding out- 
come either in Cancun or indeed during the next 
major climate conference, scheduled to take place 
in South Africa at the end-of 2011. 

The Kyoto Protocol specifies binding targets for 
industrialized countries to reduce the greenhouse 
gas emissions that contribute to global warming. 
The Protocol was designed to oversee emissions 








STEPHEN PEAKE is a lecturer in environmental technologies at 
the Open University, a fellow of the Judge Business School at 
Cambridge University, and a senior associate at Cambridge 
University’s Program for Sustainability Leadership. 


349 


declines over the long term in a set of consecu- 
tive five-year plans. The first five-year plan ends 
in 2012. The next one should in theory begin in 
2013. But now even some negotiating documents 
anticipate potential “gaps” between the end of 
Kyoto’s initial commitments and the start of a 
legally binding timetable under a new agreement. 

It has been a turbulent couple of years for the 
international science-policy regime concerning cli- 
mate change. With the start of Barack Obama’s pres- 
idency in early 2009 and with the subsequent wave 
of “green” economic stimulus plans that countries 
around the world put forward in response to .the 
2008 financial crisis, a sense of optimism emerged. 
But this mood was soon crushed by a triple wham- 
my consisting of “Climategate”—a controversy in 
late 2009 that called into question the integrity 
of a group of climate researchers; the perceived 
failure of Copenhagen in December last year; and 
the retraction in early 2010 of some claims about 
potential climate impacts by the Intergovernmental 
Panel on Climate Change (IPCC), a UN-based scien- 
tific advisory group. 

Stresses are building in the political tectonics 
of the global climate change regime. What was 
once considered an elegant, groundbreaking area 
of multinational environmental law is now look- 
ing decidedly complex, increasingly weary, and, 
to some, unfit for its purpose. Negotiations have 
stalled in a mammoth game of chicken-and-egg: 
What comes first—text or political agreement? 
Targets or actions? 

Copenhagen was by no means an outright fail- 
ure. But because expectations fora new legally 
binding global agreement had been built up, the 
general reaction to the talks has put a great deal 
of strain on the climate regime. Likewise, the fail- 
ure of the United States to enact comprehensive 
climate legislation, combined with a change of 
government in Australia in part due to the unpop- 
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ularity of a proposed emissions-trading scheme, 
has increased negotiators’ doubts and wariness. 


BUILDING A FRAMEWORK 

It has been about a quarter of a century since 
the international community started to take cli- 
mate change seriously, and the steps that have 
been taken so far—while setting an impressive, if 
complex, foundation—have unfortunately coin- 


cided with a significant rise in global greenhouse 


gas emissions. 

The UNFCCC regime came into force in 1994, 
and at the first follow-up conference, in Berlin 
in 1995, negotiators began bargaining over the 
implementation of long-term targets and time- 
tables for emissions reductions by developed 
countries. The “F” in UNFCCC is important—it 
is a “framework” treaty. This means that various 
key details of how its goals should be achieved 
required further elaboration from the beginning. 
In the original agreement, developed countries 
pledged to return their greenhouse gas emissions 
to 1990 levels. But in order 


ized countries’ emissions would be lowered every 
five years, or “commitment periods,” as they are 
called. Kyoto’s first five-year commitment period 
ends in 2012. A global economic downturn has 
helped reduce emissions recently, but even so, sev- 
eral developed countries are on track to overshoot 
their Kyoto commitments—some spectacularly 
so (for example, Canada). Thus the negotiations 
leading up to Copenhagen concerned a successor 
to the Kyoto Protocol and a strengthening of com- 

mitments in general under the UNFCCC. 
Copenhagen was unique in its staging as both a 
climate conference and a summit of world leaders. 
For the humdrum business of the annual climate 
conferences, the diplomatic protocol is that heads 
of state or their representatives fly in for the “high- 
level segment” at the start of the second week, 
give their speeches, and then fly off again more 
or less right away, leaving their heads of delega- 
tion to horse-trade and negotiate the minutiae of 
the final political agreements. A few keen heads of 
state might stay on. But Copenhagen was different. 
The leaders flew in and they 





to do so, it was argued, a 
longer time frame would 
be needed—one that would 
allow planned and natu- 
ral economic adjustments 
to deliver emissions reduc- 
tions at economic costs that 


Four scientific assessment reports 
and sixteen climate change summits 
later, global greenhouse emissions 
have risen by about a third. 


stayed—partly in response 
to the new, positive energy 
around Obama and the hope 
that this energy could lead 
to a breakthrough in nego- 
tiations. 

The Danish hosts had 





were much lower (perhaps 
even negative in some cases). 

The result was the “Berlin Mandate,” which 
attempted to address many of these implementa- 
tion concerns. Finally, on December 11, 1997, the 
text of the Kyoto Protocol was adopted. A further 
seven years of negotiation and political maneuver- 
ing ended when Russia ratified the Protocol in late 
2004, allowing it to come into force on February 
16, 2005. The Americans and Australians refused 
to ratify the treaty—but nevertheless, here we hada 
legally binding regime for emissions controls. And 
we had a nascent carbon market involving some 
innovative flexibility mechanisms, such as trading 
in emissions credits, to help developed nations 
achieve their carbon emission reductions (and 
in theory to promote sustainable development in 
Eastern Europe and the developing world). 

Like the UNFCCC itself, the text of the Kyoto 
Protocol was a political agreement—the specific 
modalities of its operation would be hashed out 
and eventually finalized in 2001 in Marrakesh. 
Kyoto was designed so that the caps on industrial- 





scheduled plenary sessions 
with heads of state sitting, rather unusually, in a 
theater-style lecture rather than around the usual 
grand summit table. The leaders each took the 
floor, egging one another on at times like naughty 
school kids, and behaved, rather predictably, in an 
unscripted fashion. Climate conferences and sum- 
mits, it turns out, do not mix. As the negotiations 
quickly turned to back-room summitry, the climate 
treaty process seemed sidelined, even undermined, 
with many delegates and the press unsure as to what 
was happening in the final days and hours. The final 
accord emerged from a smaller negotiation involv- 
ing around 30 countries, in turn driven by a much 
smaller core of the most powerful nations, including 
China, India, and the United States. 


THE COPENHAGEN DEAL 

The global media’s subsequent framing of 
Copenhagen’s outcome was almost ‘universally 
negative. But in fact, several elements of the 
Copenhagen Accord indicate real diplomatic prog- 
ress. Granted, the Accord’s status within interna- 


tional law is unquestionably soft. It is far from the 
legally binding successor to Kyoto that many were 
hoping for. Nevertheless, it is a letter of intent 
signed by 140 parties representing approximately 
80 percent of global emissions (compared to 30 
percent in the case of Kyoto). 

Thanks to the achievements in Copenhagen 
we have, as we approach Cancun: (1) a helpful 
quantitative clarification of the UNFCCC, asserting 
that in order’to prevent “dangerous anthropo- 
genic interference with the climate system,” the 
increase in global temperature “should be below 
2°C” (albeit we are not sure of the base year); 
(2) an agreement to “cooperate in achieving the 
peaking of global and national emissions’as soon 
as possible”—this phrase is distinctly new; (3) 
a set of longer-term [2020] emissions targets for 
developed countries; (4) an invitation to devel- 
oping countries to submit inventories of mitiga- 
tion actions; and (5) a commitment to provide 
technology and additional financial assistance for 
developing countries to help reduce emissions 
and mitigate the effects of climate change. The 
financial aid is to amount to $30 billion annually 
by 2012, with a commitment to raise that figure to 
$100 billion per year by 2020. 

In recent years, several back-of-the-envelope 
modeling exercises have indicated that the amount 
of money developing countries need in order to 
adapt to the impact of climate change in coming 
years is in the region of $100 billion to $200 bil- 
lion per year. Taken at face value, the commitment 
to: provide additional finance (that is, over and 
above current aid expenditures) of $100 billion 
per year by 2020 is very significant. Copenhagen’s 
$100 billion fund represents the single greatest 
commitment of development assistance in history 
and comes on top of an aid budget that is already 
increasing rapidly. l 

To put this in perspective, gross overseas devel- 
opment assistance provided in 2008 by members 
of the Organization for Economic Cooperation 
and Development (OECD) was about $120 bil- 
lion, some $35 billion of which was multilateral 
aid. This is approximately 0.3 percent of 2008 
global gross national income (GNI). The figure 
has been rising rapidly in recent years as more 
and more developed countries have responded 
to their commitment, under the UN’s Millennium 
Development Goal program, to raise aid to 0.7 
percent of GNI (about $250 billion) by 2015. 

If OECD: donor countries were to fulfill both 
their Millennium Development Goals and the 
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Copenhagen commitment, global overseas devel- 
opment assistance would reach $350 billion by 
2020—a near tripling of current levels. These are 
unprecedented sums. (Indeed, they instantly pose 
questions about the capacity of the development 
assistance community as well as host countries to 
usefully absorb such additional spending.) 

If the numbers are staggering in relation to 
development assistance, they are even more so in 
terms of specific funding for climate change. Total 
resources dedicated to climate change mitigation 
and adaptation are currently in the range of $9 
billion to $10 billion per year ($8-9 billion for 
mitigation and $1 billion for adaptation). OECD 
data show that members of the organization's 
Development Assistance Committee provided 
$3.8 billion in bilateral assistance in 2007 to help 
developing countries reduce their own green- 
house emissions. This represents about 4 percent 
of total bilateral development aid that year. The 
largest donors were Japan ($1.3 billion), Germany 
($800 million), and France ($500 million). This 
funding contributes to sustainable development 
and greenhouse gas reduction in developing coun- 
tries’ energy, transport, water, and forestry sectors. 

So the Copenhagen deal not only helps tre- 
ble overall development assistance; it effective- 
ly increases climate-related development aid by 
1,000 percent in less than a decade—assuming, of 
course, the commitments are respected. 


THE TICKING CLOCK : 
Going forward, one of the greatest stumbling 
blocks in the climate negotiations is the practical 
interpretation of the “principle of common but 
differentiated responsibilities.” ‘According to .the 
UNFCCC, parties should act to protect the climate 
system “on the basis of equality and in accordance 
with their common but differentiated responsi- 
bilities and respective capabilities.” The “common” 
element of the principle is over 60 years old (for 
example, the international community has been dis- 
cussing common concerns about stocks of tuna and 
other fish since 1949). The phrase “differentiated 
responsibility” (or. expressions that are derivatives 
thereof) crept into international law in the 1970s, 
implicitly recognizing that developing countries’ 
first priorities are economic and social development. 
Recent scientific findings embodied in the 
spirit of the Copenhagen Accord suggest that the 
earlier the “peaking” of global carbon emissions, 
the better. Meanwhile, today’s situation can be 
likened to parties sitting locked in a room with 
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a ticking time bomb, squabbling over who is to 
blame for the predicament. 

The principle of common but differentiated 
responsibilities has the effect of delaying the peak- 
ing of emissions, as developing countries invoke 
their right to develop on the basis of cheap, carbon- 
based energy supplies just as their richer counter- 
parts did. Developing countries point the finger at 
the OECD economies and ask them to show leader- 
ship and provide financial assistance. Developed 
countries point back at the ticking clock. 

Interestingly, the Copenhagen Accord provides 
an implicit time stamp identifying where differen- 
tiation of responsibilities stands in practice. The 
Accord’s requirement for developing countries to 
list their actions in support of the UNFCCC marks 
precisely where developed countries stood back 
in 1994. On this basis, the developing world is 
running about 15 years behind in terms of com- 
mitments under the climate regime. The upshot is 
that the principle of differentiated responsibilities 
has resulted in very slow political progress. 


SCIENTISTS AS PLAYERS 

Another key principle in the UNFCCC regime 
is that policy should be based on sound scientific 
advice. While hapless technocrats battle away in 
political and technical negotiations, a parallel set 
of battles has been taking place within the world’s 
scientific communities, as vividly reported by 
the global media. The IPCC was established in 
1988 and published its First Assessment Report 
in 1990. Scientific input from the IPCC was 
extremely influential in the design of the UNFCCC 
as agreed upon at the Rio Earth Summit in 1992. 
Since then, the IPCC has published three more 
assessment reports outlining the evolving state of 
collective scientific knowledge regarding observed 
and predicted climate change. 

The mantra has been that international climate 
policy making is based on sound science—with 
the IPCC providing “policy-relevant but not pre- 
scriptive” summaries of the scientific evidence on 
climate change. Each time the IPCC has issued an 
assessment, its confidence that the earth is indeed 
warming at an alarming rate—and that humans 
are almost certainly the cause—has grown. The 
IPCC has shown clearly that humans have changed 
atmospheric composition by burning fossil fuels, 
producing cement, and clearing the land, and 
that the earth’s biogeochemical systems have been 
responding (through rising greenhouse gas con- 
centrations, acidifying oceans, melting glaciers, 


increased drought, and changes in the timing of 
spring and in the ranges of species). All of this 
points to a rapid warming that far exceeds normal 
rates of climatic variability. 

But the scientific foundation of the policy pro- 
cess, in the form of the IPCC, has taken, a batter- 
ing recently through two ‘turns of events. In late 
2009, the so-called Climategate affair embroiled 
the University of East Anglia’s Climatic Research 
Unit in a global debate about the integrity of a few 
scientists behind some cherished IPCC evidence 
of global warming. The other debacle came in 
the spring. of 2010 when the IPCC had to retract 
an unsupported statement from 2007 suggesting 
there was evidence that the Himalayan glaciers 
would melt by 2035. 

Resistance is a. function of speed. Both the 
above events, in different ways, contributed to 
a form of resistance among politicians, opinion 
formers, and ultimately voters that was itself a 
response to the speed at which the international 
climate policy regime was nudging toward a suc- 
cessor to Kyoto in the buildup to Copenhagen. 

The perceived stalling of the UNFCCC/Kyoto 
regime, combined with the reputational damage 
suffered by the IPCC, has prompted some assess- 
ment of the international community's overall 
progress in addressing climate change. Nearly a 
quarter of a century after the establishment of the 
IPCC, four scientific assessment reports and six- 
teen climate change summits later, global green- 
house emissions have risen by about a third. 

At the same time, the latest science suggests 
these emissions must fall rapidly toward just 
20 percent of their current levels within a few 
decades if the world is to avoid global warming 
beyond 2°C. While it may be true that, with- 
out the UNFCCC/Kyoto regime, global emissions 
might have been some 5 to 10 percent higher 
than they currently are (thanks to both Kyoto 
mechanisms and the setting of domestic targets), 
carbon emissions are still heading dramatically in 
the wrong direction. 


DESIGN FLAWS 

Some are now openly critical of the overall cli- 
mate regime’s progress to date. A group of experts 
held a post mortem meeting on Copenhagen 
in February 2010. The product, of the meeting, 
known as the Hartwell Paper, argues that the 
UNFCCC regime has failed to reduce global green- 
house gas emissions because it is structurally 
flawed. Indeed, according to the 14 authors of 


the paper, the regime's failure in 2009 “presents 
an immense opportunity to set climate policy free 
to fly at last.” Copenhagen, they argue, calls into 
question “the very process of multilateral diplo- 
macy through large set-piece conferences.” They 
go on: “Copenhagen has shown us the limits of 
what can be achieved on climate change through 
centralizing and hyperbolic multilateralism.” 

The authors have an interesting point to make 
about the overall design process ofthe climate 
regime. An enormous amount of complexity 
around principles, modalities, and operational 
entities has crept into the science-policy regime. 
Meanwhile, global emissions continue to rise and 
many in the world lack access to clean energy 
supplies. The Kyoto model “has dangerously nar- 
rowed our option space for thinking seriously and 
realistically about energy and environmental poli- 
cies,” the Hartwell experts claim. 

Their diagnosis of design flaws is strong, as are 
their ideas for creative ways forward. They argue 
that decarbonization should be viewed as a con- 
tingent benefit—not a prima- 
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a critical piece of the negotiations jigsaw. In turn, 
this emphasis on adaptation promotes thinking 
about human development in a wider sense. The 
issue of climate change starts to be framed in the 
context of mechanisms to promote sustainable 
development—that is, in the context of globaliza- 
tion and trade. Ultimately then, the problem of 
climate change is transformed from a simplistic 
understanding of an energy policy into a bundled 
set of agendas around development, globalization, 
trade, and models of economic growth. 

This insight brings with it a powerful and trou- 
blesome conundrum. Climate change and human 
development are inextricably linked and them- 
selves interact with myriad social, economic, and 
biogeochemical systems. The problem, in other 
words, is complex. A natural, if somewhat poten- 
tially misguided, response to the task of managing 
complexity is to call for greater centralization in 
the system of 300 or so multilateral environmental 
agreements (MEAs) that now exist in the hope that 
this might lead to more effective policy making 

and sustainability outcomes. 





ry goal in itself. A reframing 
of action on climate change 
to emphasize enabling access 
to clean energy has a much 
greater chance of success, 
they maintain. The world 
would be more successful in 
addressing climate change if 
the goal were changed from reduced “sinfulness” 
to increased “dignity”—that is, from a negative to 
a positive. 

One of the highest insights that anyone engaged 
in thinking about climate change can have is the 
revelation that “climate change” itself—as a term, 
a concept, or even a political movement—means 
everything and nothing. Typically, the ascent 
to this understanding involves the scaling of a 
number of false summits along the way. First the 
prescriptions for dealing with climate change are 
seen as similar to those around energy security 
(energy conservation, efficiency, and fuel diver- 
sity). Then the agenda broadens to encompass a 
menu of policy prescriptions around mitigation 
for a basket of greenhouse gases (carbon dioxide, 
methane, nitrous: oxide) across all sectors of the 
economy (buildings, transport, energy industry, 
agriculture, and so forth). 

The next stage is the realization that mitigation 
is just half the problem—and that adapting to the 
now nearly inevitable effects of climate change is 


Continued stalemate in the mon but 
UN-based system could lead 
“coalitions of the willing” to take 
the lead on climate action. 





The principle of com- 
differentiated 
responsibilities, along with 
some other influential legal 
notions associated with the 
Rio Earth Summit, is a com- 
mon thread running through 
many MEAs—a kind of legal 
DNA. On top of this, the systemic nature of 
the challenge—the interdependence, inter-system 
complexity of the sustainability challenge—also 
suggests a more holistic approach. These argu- 
ments in the past have led to calls for the estab- 
lishment of a World Environment Organization 
or Forum—an environmental counterpart to the 
World Trade Organization. 


SEE YOU BACK IN RIO 

It is likely that in the future the international 
community will look more toward the develop- 
ment agenda to help advance climate change goals. 
The next Earth Summit will take place in 2012 in 
Rio de Janeiro. The planned summit, known as 
“Rio+20,” will be held 20 years after the 1992 
Earth Summit, which convened in the same city, 
and 40 years after the very first Conference on the 
Human Environment, which met in Stockholm in 
1972. Low expectations for a breakthrough on cli- 
mate change in Cancun this year or even in South 
Africa in 2011 suggest that everything could come 
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to a head again at or around Rio+20. The themes 
of that summit will focus on “a green economy in 
the context of sustainable development and pov- 
erty eradication and the institutional framework 
for sustainable development.” 

What is likely to happen in the meantime? 
While parties to the UNFCCC are making few tan- 
gible advances in negotiations (focusing instead 
on “bracketing” practically everything in sight), 
one bright light and potential area of breakthrough 
is a growing emphasis on what the negotiators 
call “cooperative sectoral approaches and sector- 
specific actions.” These refer to concrete interna- 
tional initiatives to improve, for example, energy 
efficiency in the transport or steel making sectors. 

Kyoto’s preference for flexible mechanisms 
is still at work here, but in this framework the 
emphasis is not on carbon markets but on inter- 
national technological cooperation—for example, 
to double the fuel efficiency of: the world’s car 
fleet, or to develop new energy technologies or 
drought-resistant crops. Thus it is possible that a 
second version of the UNFCCC/Kyoto regime will 
transform itself into a more direct mechanism for 
the promotion of low-carbon technologies. 

The last Earth Summit was Rio+10, held in 
Johannesburg in 2002. The Johannesburg plan of 
action, along with the Millennium Development 
Goals initiative, split up large challenges into 
smaller, more manageable parts (in the case of 
Johannesburg’s approach to sustainability, the 
parts were water, energy, health, agriculture, and 
biodiversity). This strategy of unraveling policy 
synergies is perhaps more politically attractive 
than attempting to deal with abstract notions 
of sustainable development. The authors of the 
Hartwell Paper argue similarly that “Adaptation, 
forests, biodiversity, air quality, equity, and the 
many other disparate agendas that have been 
attached to the climate issue must again stand on 
their own.” 

Another possibility is that continued stale- 
mate in the UN-based regime could lead to an 
increasing emphasis on non-UN “coalitions of 
the willing” to take the lead on climate action— 
independent of the shackles of differentiated 
responsibilities and other UNFCCC/Kyoto prin- 
ciples. We might see, for instance, the formation 
of an E-8 (the world’s top 8 emitters). 


THE STAGES OF FAILURE 
What makes this a spectacularly fascinating 
moment in history is science’s clear implication 


that we must wean the global economic system 
from cheap fossil fuels and unsustainable land 
use patterns in a very short period of time. 
Failure to do so may have, we are told, profound 
effects—including on the global economic sys- 
tem itself. 

Jared Diamond, in work based on his best- 
selling 2005 book, Collapse: How Societies Choose 
to Fail or Succeed, offers a framework for think- 
ing about how past societies have been capable 
of such dramatic failures in collective decision 
making that they have collapsed altogether. 
According to Diamond, four stages of failure in 
group decision making can lead to catastrophe: 
(1) a society fails to anticipate a problem before 
it arrives; (2) it fails to perceive the problem 
when it arrives; (3) it fails to try to solve the 
problem after perceiving it; and (4) it fails to 
solve the problem after trying. 

Where are we in relation to the threat of climate 
change? While the infrared trapping capabilities 
of water vapor, carbon dioxide, and other green- 
house gases have been known since the early 
nineteenth century, it was not until 1988 that the 
IPCC was established—about a century after John 
Tyndall suggested that slight changes in atmo- 
spheric composition could bring about climatic 
changes. It took us about a century, thus, to avoid 
failure at Stage 1. The past 22 years of assessments 
by the IPCC have clearly set out the nature of the 
problem that climate change poses. 

Many people have assimilated this knowledge 
to the extent that they have perceived something 
of the true nature of the threats (as well as a few 
opportunities) that the world faces as a result of 
rapid climate change. So the world, or at least 
much of it, has passed Stage 2. And it is clear 
that the UNFCCC and its Kyoto Protocol, however 
inadequate some may perceive them to be, are 
most definitely the start of some kind of global 
response (Stage 3). 

The world’s leaders have perceived the prob- 
lem that climate change presents—though this 
took a decade or two longer than would have 
been ideal (and indeed a few leaders remain 
unconvinced). Arguably, therefore, we have so 
far managed to avoid climate change—induced 
societal collapse through stages 1, 2, and 3. The 
world’s task at this point is to harness imagina- 
tion and boldness to ensure political momentum 
for more effective measures—that is, we must 
try even harder to find workable international 
solutions. a 
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Does the WTO Need to Change? 


JEFFREY J. SCHOTT 


Ts postwar multilateral trading system 
that was established in 1947, when 23 
countries signed the General Agreement 
on Tariffs and Trade (GATT), was meant to be a 
transitional arrangement pending ratification of 
the third leg of the Bretton Woods institutions, 
the International Trade Organization (ITO). But 
the ITO turned out to be stillborn, and so the GATT 
was applied on a “provisional” basis—for almost 
five decades. 

Overall, the GATT succeeded brilliantly in 
reviving world trade, meanwhile extending 
global trade law to more than 100 countries. 
Tariffs and quotas were slashed, and world trade 
increased about three times faster than global 
output during the GATT era. Much of the early 
credit has to go to the enlightened leadership of 
the United States, which substantially reduced its 
tariffs during the GATT's first decade without sig- 
nificant reciprocity from the war-torn economies 
of Europe and Asia. 

Politicians today would ecneider such unilat- 
eral trade concessions to be utter folly—but there 
was method to that madness. American liberal- 
ization in the GATT trade negotiations, in con- 
junction with generous amounts of development 
assistance, helped to rebuild Europe. This helped 
to provide a stable economic base for democratic 
governance and a reliable buffer against Soviet 
expansionism. 

The GATT era recorded eight rounds of multilat- 
eral trade negotiations over the period of 1947 to 
1994. During the first seven rounds, the GATT had 
a distinctly transatlantic focus: The United States 
and the European Communities set the agenda and 
opened their markets to other GATT participants. 
Developing countries benefited from concessions 
under the GATT’s “most favored nation” obligation 
(which required participating states to afford the 
same trade privileges to other countries that they 
did to their most favored trading partners). 
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The developing nations were not required to, 
reciprocate; most did not participate actively in 
GATT talks. But there was no free lunch in the 
GATT cafeteria, and free-riding in the trade talks 
proved costly: The interests of developing coun- 
tries were given low priority on the GATT negotiat- 
ing agenda, and special regimes like the Multifiber 
Arrangement were instituted to restrict access to 
industrial nations’ markets for the most competi- 
tive exports of the poorer countries. 

The last GATT negotiation, the Uruguay Round 
(1986-1994), dramatically changed the focus of 
the negotiating agenda. The transatlantic pow- 
ers, having slashed border restrictions over seven 
previous trade rounds, demanded that developing 
countries—particularly the newly industrializing 
countries of Asia and Latin America—commit to 
extensive new obligations covering not only tariff 
cuts but also regulation of domestic policies (on 
industrial subsidies, intellectual property, and 
customs administration) that could distort inter- 
national trade flows. 

Developing countries—by dint of a critical new 
accord added to the agenda midway through the 
Uruguay Round negotiations, namely the agree- 
ment establishing the World Trade Organization 
(WTO)—were forced to accept an array of obliga- 
tions that many of them were in no position to 
implement or enforce. 


UNINTENDED CONSEQUENCES 

The WTO was designed to strengthen the iégal 
character of the provisional GATT agreement. But 
by creating a new membership organization, it 
also dramatically changed member countries’ bal+ 
ance of concessions. Developing countries had no 
choice but to accept the new WTO rules incor; 
porating the Uruguay Round results: The major 
trading countries were “leaving” the GATT in favor 
of the WTO, and if nations did not accept all the 
WTO obligations ab initio, they would not be able 
to join the new club. 

The WTO agreement was hailed as a major 


| 
milestone for the world trading system. But it also 
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soon became a major millstone for multilateral 
trade negotiations. Attempts to craft a negotiat- 
ing agenda foundered throughout the WTO's first 
five years. The Doha Round emerged in late 2001 
largely to demonstrate common purpose after 
the terrorist attacks of September 11, 2001. But 
the actual trade objectives were garbled. Many 
developing countries sought “payback” for exten- 
sive commitments they had made in the Uruguay 
Round, even as they also 





The WTO's legal architects did not fully com- 
prehend the law of unintended consequences. 
Indeed, the new institutional structure has created 
a number of problems for the operation of the 
multilateral trading system. 

First, the WTO architects left intact a GATT con- 
sensus rule for decision making without assess- 
ing how such concord could be achieved among 
a growing number of “players” in world trade 

negotiations. Transatlantic 








sought to defer implementa- 
tion of those reforms. 

The developed nations 
agreed to formally call 
the initiative the “Doha 
Development Agenda,” but 


If the Doha Round fails, who will 
want to invest another decade 
in efforts to fix the WTO? 


deals no longer suffice as 
they did in the GATT era. 
As is plainly evident in the 
current trade talks—which 
have stalled due to disputes 
over formulas for cutting 





they opposed demands for 

compensation for past agreements. They also 
argued for new obligations in areas like labor, the 
environment, competition policy, and govern- 
ment procurement—obligations that had been 
struck from the WTO agenda at the group’s first 
ministerial meeting in Singapore in 1996. This 
clash over substance has been one of the major 
obstacles to progress in the Doha Round and on 
the WTO's agenda more broadly. 





protection for farmers and 
manufacturers, among other issues—progress 
requires cooperation among major developed 
and developing countries. 

To date, neither the United States nor the 
European Union has appeared willing to accom- 
modate the priority ‘interests of key developing 
nations. Likewise, emerging leaders of the devel- 
oping world such as Brazil, China, and India 
seem prepared to let the WTO talks drift or fail 
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althogether rather than negotiate new rulemaking 
obligations regarding services, investment, and 
intellectual property. 


Both sides seem to discount the systemic cost of 
a failed WTO negotiation, which would be unprec- 
edented in the postwar era, and instead have 
turned to bilateral and regional trade agreements 
to expand ties with selective partners, for both 
commercial and political reasons. The prolifera- 
tion of regionalism, often cited as a major threat 
to the WTO trading system, is a rational reaction to 
the breakdown in consensual politics within the 
global organization. 


Second, the dispute settlement mechanism, the 
crown jewel of the WTO system, has worked well, 
but the judicial function has far outpaced the leg- 
islative one. WTO panelists and appellate judges 
often rule on gray areas of WTO law that were 
intentionally left ambiguous in order to bridge 
divergent negotiating positions and were never 
meant to be parsed with legal precision. Rulings 
sometimes trigger continuing loops of. litigation 
over the nature of a WTO violation and resulting 
compliance measures (or lack thereof). This has 
tended to undercut political support for the trade 
regime. 

Third, the more comprehensive WTO obli- 
gations, similar in many respects to those of 
the ill-fated ITO of the 1940s, have raised the 
entry bar for new members’ accession. and have 
affected their subsequent behavior in the WTO. 
For China, the most important member to join 
the WTO in the past decade, it is clear that the 
appetite for trade liberalization was largely sated 
in the accession process, making Chinese offi- 
cials reluctant to offer new concessions in the 
Doha Round. 
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THE COST OF FAILURE 


It is hard to see how WTO reforms to redress 
these problems can be pursued unless the multi- 
lateral negotiating process is validated by a suc- 
cessful conclusion of the current round of talks. 
If the Doha Round fails, who will want to invest 
another decade in efforts to fix the WTO? 


Given the intensity of competition in global 
markets, companies cannot wait for another WTO 
round to be constituted and negotiated before 
urgent problems are fixed. Absent WTO results, 
they will lobby their governments for relief via a 
mixture of import barriers, subsidies, and regional 
trade pacts—actions that, regardless of their com- 
patibility with WTO law, will have a debilitating 
effect on the multilateral trade regime. In short, 
Doha Round success is a prerequisite for WTO 
reform. 


It will take a large dose of political leadership 
and negotiating skill to secure agreement in the 
Doha Round and avoid a debilitating blow to 
the WTO. The countries that need to do so now 
convene regularly as the Group of 20, coordi- 
nating responses to the lingering problems of 
the global economic crisis of 2008-2009 and 
discussing ways to sustain economic growth 
going forward. 

Trade policies in general and the Doha Round 
in particular have been on the agenda of each 
G-20 summit and have been the subject of lofty 
rhetoric. For the sake of global trade and econom- 
ic prosperity, the world’s leaders, when they meet 
at the next G-20 in Seoul in November 2010, need 
to match their fine words regarding trade with 
concrete action—action that advances progress 
toward a Doha Round deal and paves the way for 
future reform of the WTO. a 
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INTERNATIONAL 


European Union 
Sept. 29—In Brussels, the seat of the EU, about 50,000 workers 


from across Europe converge to protest austerity measures now 
being enacted in many countnes throughout the union. On the 
same day, an anti-austerity general strike in Spain halts much of 
the nation’s economic activity and a more limited strike is car- 
ried out in Greece. These events follow a French labor action 
held earlier in the month to protest plans to raise the national 
retirement age, as well as a British strike against proposed job 
cuts in the transportation sector. Europe’s current wave of aus- 
terity was set off in part by a debt crisis in the spring that led the 
EU to provide financial guarantees for Greece’s sovereign debt. 


Global economic crisis 
Sept. 30—The International Labor Organization (ILO), a UN 


agency, releases a report predicting that global employment 
will not return to the levels of 2007 (before the international 
financial crisis occurred) for another 5 years. The ILO says that 
23 million new jobs must be created for employment to return 
to pre-crisis levels, and that a failure to produce these jobs will 
likely lead to increased social unrest ın some countries. 


Global health 


Sept. 17—The Lancet, a medical journal, publishes an article 


reporting that higher educational attainment for women results 
in lower mortality rates for children, and estimating that 
improvements in female education resulted in 4.2 million fewer 
children dying in 2009 than died in 1970. Women with more 
education, the article reports, are more likely to seek health care 
and practice improved hygiene. 


Global hunger 
Sept. 14—Officials representing UN food programs report that the 


number of hungry people in the world has fallen in 2010 to 925 
million, down from 1.02 billion in 2009. The improvement is 
attributed primarily to reductions in food prices since their peak 
in 2008, and also to increasing prosperity in parts of the Asia- 
Pacific region. The officials report, however, that despite the 
recent reduction in hunger, more people go hungry today than 
did so before the global financial crisis of 2008. 


Israeli-Palestinian conflict 
Sept. 26—With the expiration of a 10-month moratorium on 


construction of Jewish settlements ın the West Bank, Israel once 
again allows homebuilding in the occupied territory. The expira- 
tion of the moratorium is seen as a grave obstacle to progress in 
the Israeli-Palestinian peace initiative that formally got under 
way in Washington on Sept. 1. Palestinian negotiators had pre- 


: viously said they would withdraw from the talks if the morato- 


$ 


’ rium were allowed to expire, but they do not do so immediately. 


AFGHANISTAN 
Sept. 11—The Afghan NGO Safety Office, an independent group 


that receives funding from Western governments and aid 
agencies, reports that insurgent attacks in August of this year 
increased to over 1,350 from 630 in the same month a year ear- 
lier. The organization says that Afghanistan, by most measures, 
is less safe today than at any time since the US-led invasion of 
the country in 2001. 


358 


Sept. 18—Afghanistan holds parliamentary elections. Turnout 
is light and violence is widespread. NATO reports that 485 
violent incidents were recorded across the country on election 
day; Afghan officials say 23 people died and 29 were wounded. 
Full results of the voting are expected no earlier than the end of 
October, but reports of fraud are so abundant that the election's 
legitimacy is seriously in question. 

Sept. 21—The deaths of 9 NATO forces in a helicopter crash bring 
to 529 the total of NATO fatalities on the year, making 2010 the 
deadliest year for foreign forces since Western military opera- 
tions in the country began in 2001. 


Sept. 26—American mılıtary officials report that a US and Afghan 
offensive against insurgents began 5 or 6 days previously in the 
region of Kandahar. The offensive, which had been delayed from 
a planned start in June, is considered crucial to the success of 
US President Barack Obama’s strategy in Afghanistan. 


Sept. 27—Gen. David Petraeus, the commander of US military 
operations in Afghanistan, tells reporters that senior Taliban 
officials have contacted the Afghan government in recent weeks ° 
regarding possible discussions about bringing fighting in the 
country to an end. Petraeus expresses US support for such talks. 
The next day, Afghan President Hamid Karzai names a 70-mem- 
ber peace council charged with working toward a resolution to 
the country’s war. 


CHINA 


Sept. 7—Near disputed, uninhabited islets, a Chinese fishing 
trawler collides with 2 Japanese Coast Guard vessels. The fish- 
ing boats captain is placed under arrest, beginning a diplomatic 
tow. The dispute results in Chinese Prme Minister Wen Jiabao’s 
declining to meet with Japanese Prime Minister Naoto Kan on 
the sidelines of a UN General Assembly meeting, as well as the 
arrest of Japanese citizens in China for alleged videotaping of a ` 
military installation. 

Sept. 24—Japan releases the trawler captain. Within days, the 2 
countries’ diplomatic attitudes toward each other become more 
conciliatory. 


CONGO, DEMOCRATIC REPUBLIC 


Sept. 7—UN officials report to the Security Council that efforts by 
the international bodys peacekeeping forces in eastern Congo 
to protect women from sexual violence have been inadequate, 
with about 500 women having been raped in the area in July 
and August. Rapes in the region are said to be perpetrated both 
by government troops and by rebel groups. In 2008 and 2009, 
more than 15,000 rapes were reported each year. 


CUBA 


Sept. 13—Cuba’s officially sanctioned labor federation announces 
that more than 500,000 people will be laid off from their public- 
sector jobs, presumably to move into private-sector employ- 
ment. President Raul Castro has stated that the country’s public 
work force is too large and inefficient, and the planned layoffs 
are mtended to increase the country’s economic vibrancy. Later 
in the month, an official newspaper publishes details of activi- 
ties—such as renting space and hinng employees—in which 
Cuban entrepreneurs will be allowed to engage under new 
regulations. 


ECUADOR 

Sept. 30—President Rafael Correa is rescued by soldiers from a 
hospital where he has been held for much of the day by rebel- 
lious police officers angered by a new law limiting their pay 
increases and reducing their benefits. Correa characterizes the 
incident as an attempted coup. 


INDIA 

Sept. 12—The Indian government puts the restive Kashmur region 
on a round-the-clock curfew, requiring every resident to stay 
indoors at all hours. Over 80 Kashmuris have been killed in a 
round of disturbances that began in June. These protests are seen 
by many as distinct from violent episodes in the past because the 
unrest is driven by Kashmin sentiment against New Delhi, appar- 
ently without incitement from Pakistan. The curfew remains in 
place for about 2-weeks before the government begins to ease it 


IRAN 

Sept. 6—The International Atomic Energy Agency issues a report 
saying that additional sanctions imposed on Iran 3 months ago 
by the UN Security Council in response to the country’s alleged 
ambition to obtain nuclear weapons have so far had little effect 
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on Tehran'’s‘compliance behavior. Iran, the agency says, still 
refuses to provide inspectors the information and access they 
need to determine definitively the purpose and status of the 
country’s nuclear program. 


IRAQ 

Sept. 19—Three explosions, 2 in Baghdad and 1 in Falluja, kill at 
least 35 and injure more than 100. The violence comes amid 
intensifying concerns aver the Iraqi parliament’ failure to form a 
government following parliamentary elections in March. 


JAPAN 

Sept. 14—Japan avoids changing its political leadership for the 
6th time in 4 years when Prime Minister Naoto Kan fends off an 
intraparty challenge from Ichiro Ozawa, a power broker in the 
Democratic Party of Japan. 


KOREA, NORTH 

Sept. 30—A North Korean newspaper publishes a photo of Kim 
Jong-un, the son of the nation’s leader, Kim Jong-il. Publication 
of the photo, along with the younger Kim’ elevation days earlier 
during a Communist Party conference to the rank of 4-star army 


What Current History authors were saying. . . 


5 years ago 


By the 1980s, the Roosevelt-Truman gen- 
eration’s aspiration for a law-based inter- 
national order seemed increasingly naive 
in the Washington policy debate. Law 
tends to level the playing field between 
the weak and the strong, and the powerful 
arguably maximize their interests through 
ad hoc decision making rather than con- 
sistent application of legally binding prin- 
ciples. President Truman's call to the UN 
Charter conference in 1945 would be 
sharply disputed in Washington today: 
“We all have to recognize—no matter 
how great our strength—that we must 
deny ourselves the license to do always as 
we please. .. . If any nation would keep 
security for itself, it must be ready to 
share security with all.” 


JEFFREY LAURENTI 

Grand Goals, Modest Results: 
The UN in Search of Reform 
December 2005 


10 years ago 


One country or international organiza- 
tion has to take the lead in interventions. 
Leadership gives direction to interven- 
tions and is key to building strong 
coalitions. Moreover, in the absence of 
a leader, multilateral sanctions regimes 
will quickly be crippled because of inter- 
pretation problems; multiple as well 
as conflicting purposes may be pro- 
posed for military interventions, which 
frequently leads to failure. In theory, 
international leadership should come 
from the UN Security Council; in prac- 
tice, it comes from individual states. . 
. . Being a leader does not mean bully- 
ing others. True leaders know how to 
translate national interests into regional 
and international interests and how to 
persuade other states to get on board. 


CHANTAL DE JONGE OUDRAAT 
Humanitarian Intervention: 
The Lessons Learned 
December 2000 
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general, seems to confirm long-standing speculation that Kim 
Jong-un is being groomed to take over political leadership of the 
country 1 day. 


KOREA, SOUTH 


Sept. 13—Seoul announces that it will send grain and other items 
to North Korea in response to flooding there. The announce- 
ment is seen as evidence of potential rapprochement between 
South and North Korea, whose relations have been badly 
strained since the March sinking of a southern naval vessel, 
evidently by North Korea. The next day the north proposes that 
the 2 countries begin discussions on resolving border-related 
disputes. 


PAKISTAN 


Sept. 1—Suicide bombers carry out an attack against partici- 
pants in a Shiite Muslim procession in Lahore, killing at least 
25 people. Two days later, a similar attack in Quetta targeting 
participants in a Shiite protest kills over 50. A representative of 
the Pakistam Taliban claims that his group is responsible for the 
2nd attack. The bombings come at a time when the Pakistani 
government is already struggling to respond to massive flooding 
that began afflicting the country in July. f 


SOMALIA , l 

Sept. 21—With Somalia’ Transitional Federal Government unable 
to govern effectively or to extend its zone of control beyond 
a few blocks in the capital, Mogadishu, Prime Minister Omar 
Abdirashid Ali Sharmarke resigns. Heavy fighting has raged in 
Mogadishu on and off for a month, pitting Islamist insurgents 
primarily against peacekeepers representing the African Union. 
Somalias president appoints the deputy prime minister as 
interim prime minister. 


TURKEY 


Sept. 12—Turkish voters approve a package of constitutional 


reforms, with 58% voting in favor of the changes. The reforms 
are meant to strengthen women’ and children’s rights, give . 
civilian courts greater jurisdiction over military issues, and 
otherwise bring the country’s constitution more in line with 
European norms. But the changes to the charter will also give 
the president and parliament greater control over the judiciary, 
a move that opposition parties denounce as a power grab by the 
incumbent Justice and Development Party. As a result, the ref- 
erendum’s success is widely viewed as a triumph for the incum- 
bent party over the country’ traditional secular elite. 


UNITED STATES , 


Sept. 23—According to an aide, President Obama devotes much 


of a 2-hour meeting on the sidelines of a UN General Assembly 
session with Chinese Prime Minister Wen to a toughly worded 
appeal for China to let its currency appreciate. The US has 

long argued that China unfairly advantages its exports in world 
markets by keeping the value of its currency low and thereby 
the prices of its goods cheap. If the dispute between the 2 coun- 
tries is not resolved diplomatically, the US could pursue action 
against China at the World Trade Organization or impose tariffs 
on Chinese goods. 


VENEZUELA 
Sept. 26—In elections for the country’s National Assembly, 1/3 of 


the seats and roughly 1/2 of the total votes are won by oppo- 
nents of President Hugo Chavez. The opposition’s representation ` 
in the assembly will allow it to block legislation and have a say 
in the composition of the country’s supreme court. The election 
represents a return to active politics for the opposition, which 
has often responded to Chavez's increasing authoritarianism by 
withdrawing from political contestation. E 
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THE WORLD ECONOMY is growing, only slowly, with 
high unemployment persisting in many places, 
including America. Wars are continuing their long 
decline in number and scope, though fighting 
goes on in Afghanistan and may flare up again in 
Sudan. Politically, the world is witnessing no mass 
abandonment of democracy, despite claims that 
Chinese authoritarianism is attractive. In the 2010s, 
the most pressing international challenge is the 
same as in the past decade: finding the cooperative 
wherewithal to address shared problems like climate 
change, enduring poverty, terrorism, and nuclear 
proliferation. Current History’s next issue, “Global 
Trends, 2011,” will take up these and other themes. 
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permanent peace agreement ending the Israeli-Palestinian conflict.” 


How the Peace Process Plays in Israel 


TAMAR HERMANN 


Talmudic proverb maintains that after 

the Second Temple was destroyed, proph- 

esy was placed in the hands of fools and 
toddlers. Despite our natural urge to reduce the 
futures uncertainty, it is hazardous to predict the 
outcome of the current American-led effort to 
resume Israeli-Palestinian peace talks. Besides, 
most expert analysis that attempts such forecasts 
concludes, inconclusively enough, with some or 
another “if” (if US President Barack Obama is ada- 
mant enough, if Israeli Prime Minister Benjamin 
Netanyahu is committed enough, if Palestinian 
Authority President Mahmoud Abbas is strong 
enough, and:so on). 

Instead of further dissecting the details of the 
Israeli-Palestinian conflict and the current and 
past peace initiatives, it may be more profitable to 
try to explain the situation in. terms of an appro- 
priate paradigm. One such, a product of game 
theory, is the concept of “repeated games:” 


SAME OLD GAME? 

A repeated game is one in which the play- 
ers make similar moves numerous times. Over 
the years, as with many other protracted con- 
flicts, the Israeli-Palestinian peace negotiations 
have developed into just such a repeated game. 
Repetition makes current strategies contingent 
on past moves, thus allowing the development of 
reputation and retribution effects. Also, a repeated 
game encouragés the development of a learning 
curve; the side that learns better‘and more quickly 
has the better chance of winning. (From this per- 
spective, the talks in 1993-1995 were essentially 
dissimilar from the ensuing rounds: Everything 
then was new and unfamiliar.) 





TAMAR HERMANN is a professor at the Open University of 
Israel and a senior fellow at the Israel Democracy Institute. 
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The development of a learning curve, and 
both sides’ realization that the game.is to be 
played again and again, carry both positive and 
negative consequences. For example, players 
involved in a subgame—a single episode of a 
repeated game—in a sense experience less pres- 
sure than do players in other kinds of games; 
they recognize that they may get another chance 
to improve their performance. Furthermore, the 
more often the game is repeated, the more profi- 
cient the players become. 

This is a double-edged sword, however, because 
in situations suchas the Israeli-Palestinian talks, 
repetitions do not necessarily improve the qual- 
ity of the players’ performance or contribute to a 
positive outcome. Each players confidence in the 
other gradually decreases, and the sides master 
blocking, rather than cooperative, strategies. Also, 
parallel to the subgames, new facts on the ground 
are created, often of a negative variety. On the 
Israeli side, these include expansion of Jewish set- 
tlements on the West Bank and in East Jerusalem; 
on the Palestinian side, they include the spread of 
Islamic fundamentalism. Over time, accumulated 
frustration and mutual disappointment under- 
mine the chances that the repeated game will ever 
end, that peace will ever come. 

In assessing the present subgame—launched 
under heavy pressure from the Obama adminis- 
tration and carried out against the backdrop of 
former, failed endeavors—it is critical to exam- 
ine whether the major players conceive of the 
repeated game as finite or infinite. A player who 
believes that the game is finite will probably be 
careful not to leave any important topic unat- 
tended; this impulse can complicate negotiations. 
But such a player will also be more open to mak- 
ing far-reaching compromises, since the dividends 
that such compromises might pay will seem to be 
around the corner instead of far in the future. 
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If the game is perceived as infinite, however, 
some issues might intentionally be left unresolved 
because the door to the continuation of talks will 
appear to be open. The players motivation to 
make far-reaching concessions will be lower, since 
he expects the other side to present additional 
demands in the next subgame. 

In a repeated game, each subgame is heavily 
influenced by former ones. Yet each subgame also 
has its own unique circumstances and, hence, 
distinctive features and momentum. In Israel's 
case, the country’s global, regional, and domestic 
situations are significantly different today from 
the external and domestic settings that formed the 
contexts for earlier rounds of talks. 


IMAGE PROBLEMS 

On the global level, Israel’s international pub- 
lic image is at one of its lowest points ever. 
Previously, global criticism of Israel’s occupation 
of Palestinian territories and its preference for mil- 
itary rather than diplomatic solutions was harsh 
but sporadic. Today, criticism of Israel seems to 
have evolved into a massive international delegiti- 
mization campaign. 

Boycott initiatives, which in the past originated 
only on the leftist margins of European politics, are 
now widely endorsed by mainstream individuals 
as well as by organizations throughout the world. 
Such boycotts continue to target goods produced 
in settlements in the occupied territories, but more 
than this, many Israeli professionals and academi- 
cians—including some who bitterly and actively 
oppose the occupation—get the cold shoulder 
today from colleagues in other countries. Israeli 
industrial concerns, even those operating within 
the Green Line (that is, the borders of June 4, 
1967), repeatedly fail to win foreign tenders even 
when they are highly competitive on quality and 
price. For many abroad, Israel has become a pariah 
state and has lost the right to its day in court. 

Many in Israel today, both in the leadership 
class and at the grassroots level, view this dele- 
gitimization campaign as a critical, dangerous 
development. Some, mainly on the political left, 
think that this dramatic change in international 
attitudes calls for soul searching and extensive 
concessions in the Israeli-Palestinian context. 
Others, mainly in the center, advocate a tactical 
shift toward greater accommodation in the peace 
negotiations in order to improve Israel’s image. 
A third view, which is prevalent mainly on the 
right, regards the delegitimization campaign as 


ultimate proof that Israel can trust no one in the 
world: Since Israel operates under an ever-present 
existential threat, it should insist on maintaining 
the widest possible security margins, even if this 
means continuing the occupation. 

Parallel to the deterioration in Israel's external 
image, there have also been some indications 
of improvements in the country’s international 
status. Israel retains strong, widely recognized 
capabilities in the realms of intelligence, technol- 
ogy, and the military. As a result, it remains an 


‘ important partner in major international initia- 


tives, above all when it comes to the global war 
on terror and Western governments’ efforts to 
prevent Iran from developing nuclear weapons. 
While Israel may fare poorly in international pub- 
lic opinion, the country is far from ostracized by 
security experts and political decision makers. 

In addition, Israel’s stable, strong economy has 
become, in the eyes of global capital markets, 
something of a role model during the past few 
years of financial turbulence. Certainly, Israel is 
considered a favorable business partner. 


TOUGH SPOT 

On the regional level, the picture for Israel is 
similarly paradoxical. Although the American 
administration evidently wants an Israeli- 
Palestinian peace agreement to be reached as soon 
as possible, the conflict per se has lost much of 
its importance in recent years. Many agree that, 
while ending the occupation is morally desirable, 
the conflict attracts such intensive attention not 
because it is likely to spark a violent international 
crisis but because it is used to justify international 
jihad and Iranian militancy. 

But Israel’s regional position is nonetheless dif- 
ficult. Israel must contend with, in addition to 
Iran’s nuclear potential, the significant grassroots 
support for fundamentalist Islam that is fostered 
by Tehran and Al Qaeda. Recently, moreover, rela- 
tions between Israel and Turkey have deteriorated 
dramatically. This deterioration was obviously 
accelerated by the May 2010 flotilla event, when 
Israel blocked vessels that, with backing from a 
Turkish group, were attempting to challenge the 
Israeli blockade of the Gaza Strip. More funda- 
mentally, however, the deterioration is due to 
Turkey's new foreign policy, which is focused on 
winning friends and gaining influence among 
Islamic countries. Turkey and Israel, both close 
allies of the United States, now stand on oppo- 
site sides of the regional fence. This, together 


with: Obama’s unprecedented interest in improv- 
ing relations between the United States and the 
Muslim world, puts Israel in a precarious situa- 
tion. Israel risks a great deal if it is identified as 
impeding the present round of peace talks. 

On the other hand, Iran’s reported progress 
toward nuclearization in some ways works in 
Israels favor. Israel’s open conflict with Shiite Iran, 
along with Tehran's apparent capability to translate 
antagonism into military deeds, has encouraged 
some Sunni Arab countries—notably Saudi Arabia 
and other Gulf states—to quietly improve their 
relations with Israel. However, in order to activate 
these closer relations, the governments must see, 
and be able to show their publics, a breakthrough 
in the Israeli-Palestinian conflict. The 2002 Arab 
League peace initiative, which is constantly men- 
tioned by Arab leaders, suggests that the Arab 
world is no longer united by hostility toward Israel. 

Other central players in the region are also 
unlikely to initiate a crisis with Israel today. Syria 
is anxiously juggling Tehran and Washington in a 
perhaps hopeless effort to maintain good relations 
with both. This causes it to 
play an inconsistent game 
with Israel. On one hand, 
Syrian President Bashar al- 
Assad repeatedly declares 
Damascus’ readiness to 
reach a peace agreement 
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Netanyahu subscribes to a version of 
Jewish nationalism that is different 
from that of his predecessors. 
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cal borders among Israel’s right, center, and left 
are more blurred than ever in the past. Until the 
mid-2000s, the terms left and right denoted two 
distinct ideological packages, fairly equal in terms 
of electoral support. The left was comparatively 
social-democratic and supportive of the two-state 
solution, while the right was comparatively capi- 
talist and opposed to the land-for-peace formula 
that the two-state solution entails. 

These two packages were represented most 
notably by two large parties—Labor on the left 
and Likud on the right. They were embraced 
by rather different constituencies, with the left 
appealing to Ashkenazi, the secular, the urban, 
the more educated, and the more well-to-do; and 
the right appealing to non-Ashkenazi, the more 
traditional-religious, the less prosperous, and the 
less educated. 

This rough sociopolitical division, which in 
the past served as a background to the peace 
talks, was disturbed by the bloody second intifada 
(the period of heightened Palestinian violence 
that began in 2000 and lasted about six years), 
and it no longer accurately 
depicts the Israeli political 
map. The left has lost most 
of its electoral appeal and 
ideological vigor. The non- 
radical right has in a sense 








with Israel in return for a 
full Israeli withdrawal from ie Golan Heights. 
At the same time, Syria reaches out to Hezbollah, 
Tehran’s proxy in Lebanon, and provides shelter 
to Hamas leaders wanted by Israel. Furthermore, 
because it seems that there will be either an Israeli- 
Palestinian peace or an Israeli-Syrian one—as most 
Israeli leaders believe that the negotiations should 
be consecutive—Assad’s interest in a successful 
Israeli-Palestinian peace dialogue is not high. 
Egypt, meanwhile, is much more occupied today 
with the deteriorating health of President Hosni 
Mubarak and consequent succession issues: than 
with peace’ between Israel and the Palestinians. 
And Jordan, which has its own troubles with its 
growing Palestinian minority, is quite unlikely to 
take practical military action against Israel. 


FRAGMENTED GOVERNMENT 

The -current subgame takes place against a 
different backdrop, in terms of Israels domestic 
political situation, from that which pertained 
during previous iterations. First, the ideologi- 





moved leftward by coming 
; to terms, albeit reluctantly, 

with the two-state solution. The radical right, 

meanwhile, has gained electoral strength. 

Second, the political parties are in sharp decline. 
All of them—right and left, large and small—have - 
lost much of their status as links between the top 
of the political pyramid and its base. Compared 
with other players in the public sphere, such as 
increasingly vociferous civil society organizations, 
parties today have a significantly smaller role in 
shaping both official policies and public political 
discourse. To be sure, parties still function as the 
cornerstones of coalition governments. Therefore, 
they could cause a political crisis by leaving the 
current coalition to protest the resumption of 
peace talks or the achievement of a peace agree- 
ment. Parties’ prominence, however, has notably 
eroded in comparison to the past—even to 2008, 
when the last round of talks was held. 

The parties have also undergone important 
structural changes. Most importantly, Israel today 
has no large parties. As a result, the government 
lacks a clear center of gravity, and the Knesset 
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is highly diversified ideologically. In the 2009 
elections Kadima and Likud, the two biggest par- 
ties, together won only 55 of the 120 seats in the 
Knesset—less than half. Labor, until 1977 the 
dominant party in Israel and until the 2009 elec- 
tions always one of the two largest parties, won 
only 13 seats last year.- 

Labor, as only the third-largest party in the 
governing coalition, and the only coalition party 
from the center-left instead of the right, occupies 
an unsound position in the government. In 2009, 
other parties on the Zionist left suffered even 
greater electoral losses than did Labor. Meanwhile, 
the non-Zionist or anti-Zionist parties of the left, 
mostly supported by Israeli Arabs and there- 
fore widely delegitimized, did not significantly 
improve their electoral results. Consequently, 
there is today hardly any legitimate left in Israel to 
promote and support the pro-peace agenda. 

The right fares much better in electoral terms, 
but faces serious difficulties in putting forward a 
coherent agenda. Kadima—including its leader, 
Tzipi Livni—is mainly composed of former mem- 
bers of the right-wing Likud. In recent years, 
however, Livni has adopted a “soft” pro-peace 
position, making Kadima seem somewhat “leftist” 
and making the party’s agenda and public image 
a bit ambiguous regarding the Israeli-Palestinian 
issue. 

Likud itself is in ideological limbo to some 
degree. This has particularly been true since the 
party’s leader, Netanyahu, who fiercely opposed 
earlier peace initiatives, expressed a commitment 
to pursuing peace with the Palestinians based on 
the two-state formula. This commitment, issued in 
a June 2009 speech, marked a dramatic turn from 
both Netanyahu’s and his partys past positions, 
and caused deep frustration and confusion among 
party politicians and Netanyahu’s grassroots fol- 
lowers. It provided an even sharper contrast to the 
positions of the more radical right-wing partners 
in the ruling coalition—Yisrael Beiteinu (with 15 
seats in the Knesset), the Mizrahi orthodox Shas 
(11 seats), the national-religious Jewish Home 
party (5 seats), and the ultra-orthodox United 
Torah Judaism party (3 seats). In other words, the 
coalition government is not only composed of a 
large number of partners, each of which can walk 
out at any moment, but is also highly fragmented 
ideologically and therefore very unlikely to unite 
behind a single peace initiative. 

This dismal political picture is at least in part 
the result of a widening gap between the Israeli 


public and the political establishment, and indeed 
of rising antipolitical sentiment. In Israel today, 
politics and especially politicians have become 
dirty words. Thus, citizens’ political participation 
through established political channels has signifi- 
cantly declined in recent years. In a January 2010 
public opinion survey by the Israel Democracy 
Institute, very few Israelis (less than 5 percent) 
reported that they are registered party members, 
compared to almost 20 percent in the 1960s 
and 1970s. Half of respondents agreed with the 
statement that politicians get involved in politics 
mainly to serve their personal interests. 

Only 25 percent of the survey respondents 
expressed full or fairly high trust in political par- 
ties; 39 percent said they trust the prime minister. 
All this, taken together with declining voter turn- 
out (which has dropped in less than a decade from 
percentages in the high 70s to the mid-to-low 
60s), makes clear the gravity of the situation. The 
Israeli public, once highly engaged in politics, is 
backing off. 

Thus, it is not at all clear that a majority of 
the people would automatically endorse a peace 
agreement even if it were approved by officehold- 
ers and political bodies. This is not necessarily 
because Israelis do not want peace, but because 
they do not trust their leaders to make such 
important strategic decisions. 


THE NEGOTIATORS 
-In a classic repeated game, the players remain 

the same in each subgame. In this case, the situ- 
ation is somewhat different. The players—lIsrael, 
the Palestinians, and the United States—remain the 
same, and their basic interests perhaps remain simi- 
lar. The chief negotiators, however, change over 
time, and each brings to the process his individual 
personality, life experience, and political agenda. 

Of the six Israeli prime ministers who have 
been involved in the peace process, Netanyahu 
displays the widest gap between fundamental 
political worldview and (in his case, quite unex- 
pected) readiness to pursue peace talks. None 
of the former prime ministers was a “peacenik.” 
However, for none of them did sitting at the nego- 
tiating table present such a contrast to their own 
reputations and their framing of the situation. 

Yitzhak Rabin (the prime minister from 1992 to 
1995) was always suspicious of the Palestinians’ 
motivations. Yet he managed to overcome his per- 
sonal feelings—perhaps because, in the summer of 
1993, he was taken by surprise by the pre-cooked 


blueprint for peace in the Oslo. Accords. (They 
had been negotiated in secret by two formally 
unauthorized academics working in Norway with 
the blessing of the then—foreign minister Shimon 
Peres. When a basic understanding was reached 
with Palestinian negotiators, the plan was put 
before Rabin, who could not just throw it away 
at that stage.) In addition, when Rabin engaged 
in talks he had the support of his family and the 
closest members of his social and political circles. 

The same goes for Ehud Barak (1999-2001). 
The peace negotiations that he conducted led 
nowhere, and following the dramatic failure to 
reach agreement on a “final status settlement” at 
the 2000 Camp David summit, Barak encouraged 
the spin that Israel had “no partner” with whom 
to negotiate. Even so, his cognitive and emotional 
vocabulary included the option of peace with the 
‘Palestinians. . 

Ariel Sharon (2001-2006) is a classic hawk. 
He did not directly negotiate for peace with 
the Palestinians. Yet, when he decided in 2005 
that the situation called for drastic change, his 
highly charismatic leadership 
and extreme self-confidence 
enabled ‘him to pull out uni- 
laterally from the Gaza Strip 
and certain parts of the West 
Bank—a move that stood 








Israel risks a great deal if it is 
identified as impeding the 
present round of peace talks. 
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view, the dangers associated with eternal gentile 
enmity were significantly reduced with the estab- 
lishment of the state of Israel, and reduced even 
further with the country’s territorial expansion in 
the 1967 war. From this perspective, the question 
is not if but rather when the next attempt to destroy 
Israel will take place; therefore, the only way for 
Israel to secure its existence is always to be alert 
and ready to defend itself. 

Netanyahu, who was immersed in Jewish his- 
tory from the cradle, subscribes to a version of 
Jewish nationalism that is in significant ways 
different from that of his (immediate) predeces- 
sors, who were profoundly secular and, in a way, 
detached from Jewish tradition. The extreme 
threat perception that he derives from Jewish his- 
tory apparently accounts for his urge to ensure 
very wide margins of security for the nation. 

Netanyahu opposed the peace plans negoti- 
ated by his predecessors on the grounds that they 
entailed territorial compromises that severely 
jeopardized Israel's security. Many of his speeches 
have described how air carriers taking off from Ben 
Gurion Airport could be tar- 
geted by Palestinian rockets 
if the West Bank were under 
Palestinian control, and how 
major Israeli cities would 
be susceptible to Palestinian 





in stark contrast to his past 
positions and to those of his 
partys representatives and voters. Ehud Olmert 
(2006-2009) while in office maintained a low 
profile when it came to negotiating peace with 
the Palestinians. But recently: he “came out of 
the closet” and now openly advocates territorial 
compromises. i 

Netanyahu's situation is different. Neither his 
personal circumstances nor his basic views make 
him a.good candidate for peacemaking. Yet his 
reading of today’s internal and external maps may 
allow him to play this subgame in a way that 
could bear fruit (though most probably not a per- 
manent peace agreement). 

The reasons that Netanyahu is not a good candi- 
date for negotiating peace with the Palestinians are 
well known. To begin with, like most of his family 
and close social and political associates, he views 
Jewish history as a long series of persecutions by 
hostile gentiles—and of numerical declines because 
_ of forced assimilation, as in fifteenth-century Spain, 
or voluntary assimilation, as in nineteenth- and 
early twentieth-century Germany. In Netanyahu’s 





fire. This hypersensitivity to 
security issues is of course 
related to Netanyahu’ interest in global—mainly 
Islamic—terror. It is an issue about which he is 
close to obsessive, and about which he has written 
and lectured extensively; it was the springboard 
for his political career. He interprets Iran’s nuclear 
aspirations as the paramount contemporary mani- 
festation of gentiles’ historical hatred for Jews, and 
as a threat that cannot be expected to disappear 
even if Israel signs a peace agreement with the 
Palestinians. 

Israels control.over the occupied territories 
is in Netanyahu’s view justified by two equally 
important arguments: the Jews’ historical claim 
to the promised land and the constant existential 
threat that faces them. This combination of tradi- 
tion and security is very attractive to Netanyahu’s 
political supporters, who are mostly hawks in 
terms of security and who strongly adhere to the 
argument that the land of Israel belongs to the 
Jewish people and to the Jewish people alone. - 

Thus, Netanyahu’s readiness to resume the 
peace talks is widely: perceived in these circles as 
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betrayal. Given this, when he recently endorsed a 
proposal to require future citizens to vow loyalty 


to Israel as a Jewish, democratic state, he prob- - 


ably meant to send a signal to these audiences 
that he was still on their side. The same goes for 
his demand that the Palestinians recognize Israel 
as the nation-state of the Jewish people before 
Israel resumes its freeze on new construction of 
settlements in the occupied territories. No previ- 
ous prime minister had ever made such a demand, 
but 80 percent (!) of Jewish Israelis support it, 
according to an October .2010 poll conducted by 
the Israel Democracy Institute. 


THE CALCULATING PLAYER 

Netanyahu, though, is also a rather careful 
player. Because of this, he was in the past even 
declared a coward by radicals on both the left and 
the right. At the same time, he tries to confuse 
his rivals. When he first became prime minister 
in 1996, he was interested in maintaining good 
relations with Washington and mobilizing wide 
support at home; therefore he was careful not 
to derail the Oslo process 
openly, though he basical- 
ly opposed it. However, to 
hinder the negotiations, he 
highlighted the element of 
reciprocity (If they give, they 


a 


There is today hardly any legitimate 
left in Israel to promote and 
support the pro-peace agenda. 


Second, and of utmost importance, Netanyahu 
believes the United States to be Israels best and 
perhaps only ally—in particular, when it comes 
to the international effort to prevent Iran from 
becoming a nuclear power. At this historical junc- 
ture Netanyahu may accept compromises in the 
Israeli-Palestinian context, which in the past he 
fiercely opposed, in return for stronger coopera- 
tion with the United States. 

Netanyahu’s readiness to resume talks should 
also be understood in the context of his global- 
ist economic orientation. He is deeply concerned 
about Israel’s ability to compete and to be widely 
accepted by other players in the world economy. 
Netanyahu is well aware that if he refuses to go 
back to the bargaining table, Israels negative 
image could intensify to the point that certain 
important doors to the global economy would be 
slammed in the country’s face. He is motivated 
too by mounting criticism of Israel among widen- 
ing circles of world Jewry, which in the past stood 
united behind Jerusalem and its policies. 

The basic dilemma Netanyahu now faces is how, 
on one hand, to play it tough 
vis-a-vis the Palestinians, 
whom he and his close polit- 
ical and social associates per- 
ceive as essentially hostile 
and untrustworthy; and how, 





will get; if they do not give, 
they will not get). He also 
made certain decisions, like one in September 
1996 to open a tunnel to the Western Wall in 
Jerusalem’s Old City, that, as expected, nega- 
tively influenced the process. Later, in January 
1997, Netanyahu made some progress toward 
calming tense Israeli-Palestinian relations when 
he approved the Hebron Protocol, according to 
which Israel withdrew from large parts of Hebron, 
the holy town of the Jewish patriarchs (though 
Israel maintained security control over the area). 

As a calculating player, Netanyahu is today, 
even more than in the 1990s, unlikely for several 
reasons to bluntly impede the US administration's 
effort to reinvigorate the talks. First, not only 
do overall circumstances make the peace talks 
more “in demand” internationally, but Obama is 
basically less pro-Israeli than former American 
presidents, and he operates in a different con- 
text. Therefore—and Netanyahu understands 
this well—Obama is likely to be less tolerant 
than his predecessors of disruptive moves by 
Jerusalem. 





on the other, to avoid being 
condemned as a peace spoil- 
er and rebuked by the United States. This dilemma 
will probably lead him to conceptualize the current 
round of talks as yet another subgame in an infinite 
repeated game. He will be ready to make certain 
compromises but not the ultimate ones, such as 
sharing Jerusalem or pulling out of the occupied 
territories entirely. Hence, he may move a signifi- 
cant distance toward ending the occupation, but he 
will not go the extra mile to sign a permanent peace 
agreement. 


THE SKEPTICAL PUBLIC 

The cover of the September 13, 2010, issue 
of Time magazine carried a sensational headline: 
“Why Israel Doesnt Care About Peace.” The 
article itself offered no evidence that Israelis do 
not care about peace, unless one is to believe that 
enjoying daily life and making real estate deals.are 
antithetical to peacemaking. i 

So where does the Israeli public stand regard- 
ing the peace talks? Today, as throughout the 
past decade, surveys show that a clear majority— 


around two-thirds on average—supports negotia- 
tions with the Palestinian Authority. However, and 
again in line with polling from previous years, a 
much lower percentage believes that such talks 
will bear fruit; only about one-third expresses this 
belief. Such skepticism is rooted in a conviction 
deeply held by most Israeli Jews—a conviction 
that developed in part during the second intifada, 
with its suicide bombings—that the intentions of 
the other side are basically hostile, and that even 
a signed peace agreement is not likely to change 
that. In this regard at least, the people and the 
prime minister seem to be in agreement. 

At the same time, surveys over the past 15 years 
have shown that a constant majority—over 55 
percent of the Israeli Jewish public, and a much 
higher percentage among Israeli Arabs—supports 
the “two states for two peoples” formula. A major- 
ity favors that formula over the present situation 
and certainly over other possible solutions, such 
as a binational Israel. Also widely supported for 
the sake of peace are significant border correc- 
tions and the evacuation of the smaller and more 
isolated settlements. 

On the other hand, a constant majority of 
Israeli Jews desires closed borders between the 
two states. Furthermore, a stable majority of over 
two-thirds of Israeli Jews believes—much like 
Netanyahu—that the Palestinians in particular 
and the Arabs in general would destroy Israel if 
only they could. Palestinian negotiators’ refusal to 
agree to Netanyahu’s demand that they acknowl- 
edge Israel as a Jewish state is widely understood 
by the Israeli Jewish mainstream as the ultimate 
proof of deeply rooted hostility. 

Negative views such as these, which ` were 
fostered by Israels top negotiators in the past, 
are a major reason for the disappearance of the 
Israeli peace movement. Here and there, local 
peace initiatives still emerge and find voice— 
for example, an ongoing Israeli-Palestinian joint 
struggle. against the separation barrier in Bili’in, 
and recent Friday vigils in Sheikh Jarrah in East 
Jerusalem. Yet chances for these and similar 
grassroots endeavors to grow into a massive peace 
movement, which could perhaps sustain the peace 
talks, seem slim. 

Moreover, some peace endeavors are based on a 
radical anti-Zionist agenda, and thus are perceived 
by the mainstream as unpatriotic and dangerous. 
This image “contaminates” moderate peace activi- 
ties and organizations. Thus, although the Israeli 
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public strongly wishes for a reduction in actual 
and potential bloodshed, the mainstream believes 
very few peace dividends lie around the corner 
even if a permanent agreement is signed. 


LOW EXPECTATIONS 

The failure of previous rounds of talks, along 
with the violence that erupted afterwards, has 
nurtured among Israelis a persistently bad impres- 
sion of Palestinians, as well as retribution pat- 
terns. Partly as a result, neither Israeli leaders 
nor the general public seems to have high hopes 
for a positive, dramatic outcome from this sub- 
game—that is, for a peace agreement ending the 
Israeli-Palestinian conflict. Severe doubts about 
the negotiations are heightened by the widespread 
Israeli view that the Obama administration is at 
best neutral and is not highly committed to safe- 
guarding Israel's security. 

To be sure, Netanyahu has some good reasons to 
jump into the chilly waters of the talks, despite the 
opposition of some of his coalition partners and the 
dismay of his supporters (though he enjoys the tacit 
support of the Israeli Jewish mainstream). The first 
reason is the high priority that Netanyahu assigns 
to the solidification of US-Israeli relations and the 
strengthening of the Western alliance-against Iran. 
Second is the concern in Israel about the economic 
and other consequences that the country might 
suffer due to the international delegitimization 
campaign, which is likely to gain momentum if 
Israel is viewed as the obstacle to negotiations or as 
the reason for their failure. Third, and of equal con- 
cem, is mounting criticism of Israel in the Jewish 
communities of the diaspora. 

‘Even so, Netanyahu retains the fundamental 
belief, as does much of the Israeli Jewish public, 
that this conflict’ is.zero-sum and infinite, and 
therefore cannot be resolved—certainly not with- 
out Israel’s making highly dangerous and morally 
unjustified concessions. Given the Israeli side’s 
basic perceptions of this repeated game, the most 
that can probably be expected now is an interim 
agreement that involves limited compromises by 
each side in return for limited achievements—an 
agreement that makes life somewhat more toler- 
able for the Palestinians by reducing the inten- 
sity of the occupation. An agreement such as this 
would win Israelis some improvement in their 
international image and help the country deal 
with the Iranian threat. Anything beyond this 
would be a pleasant surprise. . E 


“Iran's acquisition of a nuclear weapons capability . . . will be, destabilizing and 
unsettling. But it will not transform the fundamental nature of the military bal- 
ance of power in the region.” T 
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o more than five years from now, and 
N probably fewer than five, Iran likely will 

cross the threshold to become a nuclear 
weapons state. Tehran’s acquisition of a nuclear 
weapons capability will significantly affect the 
politics of the Middle East—for instance, Israel's 
four-decade-old regional monopoly on nuclear 
weapons will be a thing of the past. Yet the region's 
military balance of power will not be transformed. 
In particular, Israel will continue to enjoy military 
superiority over all its potential enemies, and will 
maintain the support of the world’s only super- 
power, the United States. 

The circumstances under which Iran acquires 
the bomb will carry important consequences. If 
Israel or the United States attacks Iran in an attempt 
to prevent it from acquiring a nuclear weapons 
capability, Tehran is likely to become even more 
determined to get the bomb—and, when it does get 
it, Iran may be more inclined to use it. 

If Iran surprises the world with an unexpected 
nuclear test, as India did in 1998, the internation- 
al community will react with shock and perhaps 
impose more sanctions. If, on the other hand, 
Iran simply acquires the capability and begins to 
build a nuclear arsenal without either a test or 
any public acknowledgement that it has crossed 
the nuclear threshold, as Israel is believed to have 
done in the 1960s, the impact on the region's mili- 
tary balance and political dynamics will occur in 
slow motion. 

Assuming Iran is not attacked by either the 
United States or Israel, its acquisition of nuclear 
weapons will constitute a major achievement 
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for the Islamic Republics leadership. Iran will 
become more or less invulnerable to invasion, and 
this will have political implications. 


A MORE ASSERTIVE IRAN 

The value of nuclear deterrence has been 
underscored in the past decade by the Iraqi and 
North Korean cases—the United States invaded 
Iraq in 2003 allegedly to prevent it from develop- 
ing a nuclear arsenal, while no one seriously advo- 
cates invading North Korea, which has already 
developed one. 

The current generation of Iranian leaders fought 
in the eight-year-long Iran-Iraq war of the 1980s, 
the formative experience of their generation. For 
them, a nuclear deterrent means that their coun- 
try will never again be invaded by an enemy. Some 
300,000 Iranians died in that war and another 
half a million suffered injury. Iranians have never 
forgotten that the international community did 
not condemn Iraq for attacking Iran at the start 
of the war. 

And it is not just the generation of President 
Mahmoud Ahmadinejad that experienced inva- 
sion. The last shah, Mohammad Reza Pahlavi, 
who was overthrown in the revolution of 1979, 
vividly remembered his father’s ouster after a 
Soviet-British invasion in 1941: Indeed, it was the 
last shah who initiated the Iranian nuclear pro- 
gram, to ensure that this could not happen again. 
More recently, Iranians have long heard from 
Israeli and American sources about threats of a 
strike on their country. For the Islamic Republic’s 
leadership, a future free from the fear of outside 
attack would constitute a major political triumph. 

Possessing the bomb will significantly enhance 
Iran’s self-confidence. As a consequence, we can 
expect a more assertive and risk-prone Iran. 
Nuclear weapons states are usually more will- 
ing to take risks. Pakistan is a good example of 


how the bomb can make a country more aggres- 
sive—less than a year after testing nuclear weap- 
ons, Pakistan embarked on a high-risk military 
adventure against India in the Kargil mini-war in 
Kashmir. Pakistan's leaders believed that the bomb 
allowed their country to provoke its much larger 
neighbor without fear of major retaliation. 

Tehran's assertiveness will be apparent across the 
region. In Iraq, Iran will become more determined 
to see its Shiite allies dominate the country and 
minimize US influence. In the Persian Gulf, Tehran 
will seek to intimidate the small Gulf emirates, 
especially Abu Dhabi and Bahrain. Iranian support 
for Hezbollah and Hamas, already substantial, will 
take on greater significance because of the knowl- 
edge that their patron possesses the bomb. 

In Afghanistan and Central Asia, Iran will be 
a more assertive player for influence. Iran could, 
for example, increase its modest support for the 
Taliban in order to strike back at America in 
Afghanistan. It also could allow Central ‘Asian 
extremist groups to operate from its territory. 


NOT SUICIDAL 

Iran, however, will not 
be a crazy or suicidal state. 
Since the founding of the 
Islamic Republic, it has 
avoided reckless moves 
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At the end of the day, even if diplomacy 
and covert action do not stop Iran, the 
region will not face the apocalypse. 
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normal nuclear weapons state. That is, it will try 
to use its nuclear status to intimidate non-nuclear 
states, but when dealing with other nuclear states 
it will avoid conflict that could escalate into a 
nuclear exchange. Throughout its history the 
Islamic Republic has behaved like an unusual 
and disagreeable state, but it has been careful to 
avoid decisions that would lead to catastrophic 
consequences. : 

For example, in the defining event of modern 
US-Iran relations—the hostage crisis from 1979 
to 1981—Iran took.actions that clearly violated 
international law, but when it perceived that an 
action might provoke a massive violent American 
response, it desisted from that course. In the sum- 
mer of 1980 Iranian leaders repeatedly threatened 
to put the American hostages on trial for espio- 
nage. President Jimmy Carter made clear that tri- 
als would produce a military response, and Iran 
retreated. i i 

Similarly, in the 1988 undeclared naval war in 
the Persian Gulf between the United States and 
Fran, Iran attacked US Navy ships, but it was careful 
to keep the conflict from 
escalating into a full-scale 
war. When an American 
guided missile cruiser, the 
USS Vincennes, inadver- 
tently shot down an Iran 





that would endanger the 
survival of the revolu- 
tion. The leadership of the increasingly powerful 
Republican Guards Corps is charged with safe- 
guarding the revolution, and its suppression of 
dissent since the disputed 2009 elections shows 
that it is determined to do so. Consequently, it 
seems highly unlikely that Iran would initiate a 
nuclear war with Israel or give control of nuclear 
weapons to proxies that it does not fully control. 

Some do argue that Iran is a “crazy” state, one 
that, once it gets nuclear weapons, will not behave 
according to the rules of other states. Tehran, they 
fear, will provide nuclear weapons to terrorists, 
and will be ready to engage in nuclear warfare 
even with other nuclear weapons states. Israeli 
Prime Minister Benjamin Netanyahu, for example, 
in November 2007 told a Saban Center forum in 
Jerusalem that Iran, due to its emphasis on Shiite 
martyrdom, would use nuclear weapons to attack 
Israel even in the knowledge that Israel would 
respond with overwhelming force. 

The history of the Islamic Republic suggests 
otherwise. It suggests that Iran will behave like a 





Air civilian airliner, the 
Iranian leader, Ayatollah 
Ruhollah Khomeini, sensed the conflict was get- 
ting out of control and agreed to a cease-fire with 
Iraq and the United States. 

Throughout the Iran-Iraq war, Tehran also 
chose to avoid actions that would cross thresh- 
olds concerning weapons of mass destruction. It 
was Iraq that first used chemical weapons on the 
battlefield, not Iran, and it was Iraq that first used 
missiles against cities. In the mid-1990s, when the 
United States determined that Iran was behind a 
terrorist attack on the US Air Force barracks in 
Khobar, Saudi Arabia—and warned Tehran that 
any further attacks would prompt military retali- 
ation—Iran desisted from attacks on American 
military facilities in the Gulf and elsewhere. 

Today, to preclude a major US military response, 
Iran is careful to limit its backing of anti-American 
insurgents in Iraq and Afghanistan to supporting 
low-intensity conflict and asymmetrical warfare. 
Also, the Iranians’ decision in 2004 to suspend 
efforts to weaponize their nuclear program could 
arguably reflect their calculation of the risks in 
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provoking the United States in the aftermath of 
the Iraq invasion. 

After acquiring nuclear weapons, Iran will be 
subject to the same deterrence system that other 
nuclear weapons states have accommodated since 
1945. It is, in short, likely with the bomb in its 
possession to be a more dangerous and provoca- 
tive player, but not a reckless ‘state that attacks 
other nuclear weapons countries. As leaders of the 
Revolutionary Guards play an ever-increasing role 
in the regime’s decision making, they will be eager 
to protect their revolution and not risk its survival 
in a nuclear exchange. Iran will continue to sup- 
port terrorism, but it is not likely to mortgage its 
future to terrorists. - i 


ISRAELI ANXIETIES 

Israel is the state that feels most threatened 
by Iran’s nuclear ambitions, and for good reason. 
Khomeini, the founder of the Islamic Republic, 
was the first to call for Israel to be “wiped off 
the map,” and he sent the Iranian Revolutionary 
Guards to Lebanon in 1982 to create Hezbollah. 
Khomeini said Iran's 
objective in the Iran-Iraq 
warwas to seize Baghdad 
as the first step to tak- 
ing Jerusalem. He was 
also pragmatic enough, 


pafl şġ 


The United States should stop promising 
something—an end to the Iranian nuclear 
program—that it probably cannot deliver. 


Iran and the rest of the region. The Israeli Defense 
Forces (IDF) have demonstrated a qualitative edge 
over all of their potential adversaries, including 
Iran. The Israeli Air Force has the capability to 
penetrate air defense systems with virtual impu- 
nity, as it demonstrated in 2007 when it destroyed 
Syria’s nascent nuclear capability. The IDF’ intelli- 
gence and electronic warfare capabilities are vastly 
superior to those of its potential rivals. Satellites 
provide Israel with coverage of Iranian facilities 
and capabilities every day, a major advantage in 
modern warfare. 

The 2006 Lebanon war and the 2009 Gaza 
war demonstrated that there are limits to Israel's 
conventional capabilities—some of them self- 
imposed, regarding ground operations to reoc- 
cupy territories that Israel does not want to try to 
govern again. But these limits should not obscure 
the underlying reality of Israel’s conventional mili- 
tary superiority over its enemies. 

Iran, on the other hand, has never fully rebuilt 
its conventional military after the damage it suf- 
fered in the Iran-Iraq war. It still relies heavily 
for air power on equip- 
ment purchased by the 
shah. Moreover, United 
Nations sanctions intro- 
duced in June 2010, 
pursuant to UN Security 
Council Resolution 1929, 





however, to buy arms 
from Israel during the 
war with Iraq. 

Israel has used force in the past to address 
emerging nuclear threats. In Iraq in 1981 and Syria 
in 2007 it carried out highly effective air strikes 
against developing nuclear weapons programs. 
Israel has seriously considered conducting such 
a strike against Iran, and may yet follow through. 

Estimates by international think tanks general- 
ly concur that Israel has about 100 nuclear weap- 
ons, and possibly 200. Iran, even under a crash 
program, cannot build an arsenal of that size 
for many years, perhaps decades. Israel also has 
multiple delivery systems. It has an intermediate- 
range ballistic missile (the Jericho), which is 
capable of reaching any target in Iran. Its fleet of 
F-15 long-range strike aircraft can also deliver 
nuclear payloads. Some analysts have suggested 
that Israel can deliver nuclear weapons from its 
German-made Dolphin submarines, using cruise 
missiles. : 

When it comes to conventional military power, 
Israel will also continue to enjoy superiority over 





impose a very stringent 
arms ban on Iran. Virtually all significant weapons 
systems—tanks, aircraft, naval vessels, missiles, 
and so forth—cannot be sold or transferred to 
Iran. Training and technical assistance for such 
systems are also prohibited. 

In other words, even if Iran wanted to improve 
its conventional military capability in the next 
few years and had the money to do so, the UN 
arms ban would make that effort nearly impos- 
sible. And Iran, despite its occasional claims of 
self-sufficiency, does not have the .capability to 
produce state-of-the-art weapons on its own. It 
certainly cannot build on its own a modern air 
force to compete with that of the IDF. 

Finally, Israel for the foreseeable future will 
continue to enjoy the support of the world’s only 
superpower. Assistance from the United States 
includes roughly $3 billion in military aid every 
year. This is the longest-running financial assis- 
tance program in American history, dating back 
to the 1973 Yom Kippur War. The aid is never cut 
or even challenged by Congress, and it permits 


Israeli planners to perform multiyear planning for 
defense acquisitions with great certitude about 
what they can afford. 


US assistance, moreover, amounts to far more ' 


than financial aid alone. The American and Israeli 
militaries engage in constant exchanges, includ- 
ing technical cooperation on virtually all elements 
of modern battle. Missile defense has been at the 
center of this exchange for more than 20 years 
now. The United States and Israel also have a 
robust and dynamic intelligence relationship, 
which helps ensure Israels qualitative edge in the 
Middle East's balance of power. 

Washington has maintained this assistance 
despite Israel's refusal to sign the Nuclear Non- 
Proliferation Treaty (NPT). Indeed, the United 
States since 1969 has implicitly supported Israel's 
nuclear deterrent by not pressing it to sign the NPT, 
and by providing Israel with high-performance 
aircraft capable of delivering the bomb. Every 
American president since Richard Nixon has sup- 
ported maintaining Israel's qualitative edge over 
its potential foes, including over US allies such 
as Egypt and Saudi Arabia. Preserving this edge 
has enjoyed broad bipartisan support in the US 
Congress as well. : 

Iran, in contrast, has no major power providing 
it with financial help. Security Council Resolution 


1929 has severed Iran’s arms relationships with 


Russia and China. Its only military ally is Syria, 
not exactly a powerhouse. Ehud Barak, now 
Israel's defense minister, summarized the situation 
well when he said: “I am not among those who 
believe Iran is an existential issue for Israel. Israel 
is strong. I don’t see anyone who could pose an 
existential threat.” 


A NUCLEAR ARMS RACE? 

Many fear that, once Iran crosses the nuclear 
threshold, the rest of the Middle East will engage 
in a nuclear arms race. This ignores the reality 
that the region has been engaged in a nuclear 
arms race for half a century already and has long 
been a hotbed of nuclear proliferation. At least 
seven Middle East states, driven by security fears, 
regional ambitions, and nationalism, have sought 
to acquire a nuclear weapons capability. 

Israel was the first—and so far the only success- 
ful—aspirant. It has demonstrated repeatedly .a 
determination to maintain its monopoly on nucle- 
ar weapons in the region, by force if necessary. 

President Gamal Abdel Nasser of Egypt sought 
to match Israel in the early 1960s, but his efforts 
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were stymied by technical difficulties, Israeli 
sabotage, and the refusal of his Soviet patrons to 
provide assistance. President Anwar Sadat finally 
abandoned the Egyptian program after the 1973 
war, as part of a larger political strategy of estab- 
lishing peace with Israel and an alliance with the 
United States. 

The demise of Iraq’s nuclear effort was more 
violent. The first blow was the 1981 Israeli attack 
on Iraq’ nuclear reactor in Tuwaitha. Iraq's sub- 
sequent secret nuclear enrichment program was 
devastated by US bombs during the 1991 Gulf 
War and—we now know—completely dismantled 
by UN inspectors and sanctions following the war 
(with considerable Israeli assistance to the UN 
inspectors). The American invasion of 2003 extin- 
guished for the foreseeable future Iraq's ability to 
revive its nuclear program. 

In North Africa, Algeria secretly acquired a 
heavy water research reactor from China in the 
mid-1980s. But when the project was revealed 
in 1991, Algeria, under pressure from the United 
States, France, and other countries, joined the NPT 
regime and accepted International Atomic Energy 
Agency inspections. Algeria has apparently aban- 
doned all efforts to develop nuclear weapons. 

Libyan leader Colonel Muammar el-Qaddafi 
has quixotically pursued nuclear weapons on and 
off since the early 1970s. In December 2003, in a 
deal with the United States and Britain, Qaddafi 
gave up a nascent centrifuge enrichment program 
(based on black-market technology obtained from 
the Pakistani scientist A.Q. Khan) in exchange for 
the lifting of political and economic sanctions. 

Most recently, Syria’s efforts to build a secret 
research reactor with North Korean assistance— 
as a counter to Israel’s nuclear capabilities—were 
abruptly terminated by the September 2007 Israeli 
air raid. 

Even though a number of Arab states have 
announced plans to revive or initiate nuclear 
power programs, none of the established nuclear 
suppliers is prepared to export fuel cycle technol- 
ogy or facilities to the region. In these circum- 
stances, the only near-term option for an Arab 
country is to seek to purchase nuclear material or 
weapons from another state. 

It is likely that at least one state has already 
established the diplomatic basis for doing so: 
Saudi Arabia, with Pakistan. Still, it is far from 
clear that Pakistan has actually committed itself 
to providing Riyadh with a bomb. Shortly after 
Pakistan tested its nuclear weapon in 1998, the 
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Saudi defense minister, Prince Sultan, visited 
Pakistan and toured the nuclear and missile facili- 
ties outside Islamabad. Khan, the Pakistani nucle- 
ar scientist, provided some color commentary for 
these unprecedented tours. At the time, US offi- 
cials expressed concern that the Pakistanis might 
provide Saudi Arabia a nuclear weapon. 

Sultan has been defense minister since 1962 
(and today is also the crown prince). Saudi con- 
nections with Pakistan’s nuclear program go back 
almost as far. Pakistani Prime Minister Zulfikar 
Ali Bhutto sought financial help for the program 
from the Saudis in the early 1970s, according to 
some accounts. King Faisal of Saudi Arabia report- 
edly provided some money in return for a promise 
that Pakistan’s nuclear program would provide a 
security umbrella for the kingdom. Bhutto repaid 
the favor by renaming a city in the kings honor, 
Faisalabad. 

The Saudi-Pakistani nuclear relation- 
ship continued and matured under Pakistani 
President Pervez Musharraf. In October 2003 
then-crown prince and now King Abdullah 
traveled to Pakistan on a 
state visit. Several experts 
reported after the trip that 
the two sides had secretly 
agreed that Pakistan would 
provide Saudi Arabia with 
nuclear technology and a 
bomb if Saudi Arabia felt 
threatened by a third-party nuclear program in 
the future. Both countries, of course, denied the 
stories. It is unclear if any Musharraf promise 
has been reaffirmed by the current president, 
Asif Ali Zardari. 

The Saudis are very much concerned by the 
Iranian threat, and only partly because they are 
Sunni Arab rivals of the Shiite Persians. Iran over 
the past three decades has actively promoted 
unrest among the kingdom’s minority Shiites and 
during annual Hajj pilgrimages to Mecca—things 
that Israel cannot do. Thus the Saudis may well 
have pressed Zardari to maintain any commit- 
ments made by Pakistan in the past. Saudi Arabia, 
in any case, lacks the technical capability to 
develop nuclear weapons on its own. 


AN AMERICAN UMBRELLA 

Although the underlying strategic balances 
in the region will not be transformed by Iran's 
acquisition of nuclear weapons, the political and 
psychological impact will be serious and destabi- 








Iranian support for Hezbollah and 
Hamas, already substantial, will 
take on greater significance. 








lizing. Washington should take steps to minimize 
the disruption. 

The most important such step would be to 
announce that the United States would respond 
to a nuclear attack by Iran on Israel or America’s 
Arab allies in the region with a nuclear attack on 
Iran. The idea of a nuclear umbrella for the region 
has been broached on a number of occasions. 
Then—Prime Minister Barak raised it a decade 
ago at Camp David with President Bill Clinton. 
A team of American and Israeli negotiators began 
work on how to‘include a nuclear umbrella in a 
mutual defense treaty between the two countries 
or to express it in other ways. The collapse of 
the Israeli-Palestinian peace process and Barak's 
election defeat ended that effort. Most recently, 
then-Senator Hillary Clinton suggested it during 
the 2008 election campaign, when she was a presi- 
dential candidate. 

The umbrella’s time has now come. Tehran 
seems determined to proceed with its nuclear 
program despite UN sanctions. America’s allies 
and friends in the region need to be certain that 
the United States will not 
let them be intimidated by a 
nuclear-capable Iran. 

Some have contended that 
an American umbrella would 
lack credibility because the 
United States has long said 
it would not allow Iran to 
acquire the bomb, yet Iran is now on the verge of 
doing so. In other words, if a US nuclear umbrella 
were put into place, Iran would already have 
called Washington's bluff. But this argument mere- 
ly suggests that a change in American declaratory 
policy toward the Iranian program is overdue. The 
United States should stop promising something— 
an end to the Iranian nuclear program—that it 
probably cannot deliver, at least at an acceptable 
price. 

And the argument against the umbrella is fal- 
lacious to begin with. The United States did not 
want Stalin or Mao to get the bomb, and in the 
1950s and 1960s many American politicians 
declared that the United States would not allow 
the Red Chinese to acquire nuclear weapons. In 
the end, America did allow it, and its nuclear 
umbrellas over Western Europe and Japan worked 
to counteract Soviet and Chinese nuclear intimi- 
dation. 

The extension of a nuclear umbrella over Israel 
has been connected in the past to a resolution 


of the Israeli-Palestinian conflict. Part of Barak’s 
thinking when he proposed the idea during the 
2000 Camp David talks was that Israelis would be 
more comfortable making major concessions to the 
Palestinians if they had new security assurances 
from the United States regarding the Iranian threat. 

Without doubt it will be better for the stabil- 
ity of the region if the Israeli-Palestinian conflict 
is resolved. However, the extension of.a nuclear 
umbrella to Israel should not be contingent on a 
peace deal. It makes sense to enhance Israeli deter- 
rence whether or not a resolution of the conflict 
with the Palestinians emerges in the foreseeable 
future. A nuclear umbrella would not address all 
the dangers that Iran poses in the region—it would 
not stop terrorism, for example. But those dangers, 
including terrorism, already exist. An umbrella 
would signal to Tehran that reckless patronage of 
terrorist activities, and certainly giving terrorists 
the bomb, would risk catastrophic résponses. 

Likewise, the United States should extend a 
nuclear umbrella to its Arab allies independent of 
the wider Arab-Israeli conflict. The small emirates 
of the Gulf feel particularly exposed to Iranian 
intimidation simply because of their geography 
and vulnerability. The United States already has 
defense cooperation agreements with all six mem- 
bers of the Gulf Cooperation Council (Bahrain, 
Kuwait, Oman, Qatar, Saudi Arabia, and the 
United Arab Emirates). A nuclear umbrella would 
complement those agreements. . 
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Some have argued that a nuclear umbrella 
will only be credible if American troops are on 
the ground in Israel or other protected states. 
But since US forces already exercise frequently in 
Israel with the IDF and elsewhere in the region, 
the permanent deployment of additional forces is 
almost certainly unnecessary to create a credible 
deterrent. 

Iran’s acquisition of a nuclear weapons capabil- 
ity, especially if it comes with a surprise test of 
a bomb, will constitute a major turning point in 
the politics of the modern Middle East. Its impact 
will be destabilizing and unsettling. But it will not 
transform the fundamental nature of the military 
balance of power in the region. The interna- 
tional community, through measures like Security 
Council Resolution 1929, has already taken smart 
steps to prepare for the day after, and to contain 
and constrain Iran's ability to intimidate its neigh- 
bors. The United States can take additional steps, 
particularly via a nuclear umbrella, to further con- 
tain and constrain Iran. 

The United States and its allies should continue 
pursuing every diplomatic effort to persuade Iran 
not to cross the nuclear threshold. Necessary 
resources should be devoted to efforts to sabotage 
and disrupt Iran’s program. But there is no need 
for hysteria regarding a Middle East with a nuclear 
Iran. At the end of the day, even if diplomacy and 
covert action do not stop Iran, the region will not 
face the apocalypse. a 





“The lesson taught by Egypt and Iraq . . . is that real political reform only occurs 
when a new balance of power emerges in a country.” 
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The Rise and Fall of Political Reform 
in the Arab World 
MARINA OTTAWAY - 


F or a few years in the early 2000s the Arab tion resulted from the convergence of several in- 


world appeared to be entering a period of ternal and external factors. In many countries, an 
political reform without confrontation. In intense debate about democracy had been unfold- 
most countries, opposition groups were trying to ing for several years in the pages of the Arab press 
use legal channels of political participation to in- and on talk shows on satellite television. 
crease their influence and force regimes to accept ~ At the United Nations Development Program, 
democracy. Arab reform advocates sponsored publication 
In countries with elected parliaments, all par- of the Arab Human Development Report, which 
ties, including Islamist ones, showed more interest caused a huge stir when its first volume.appeared 
in taking part in elections. Even in Gulf countries in 2002. The report denounced shortcomings in 
without formally democratic institutions, pressure democracy, education, and women’s rights as pri- 
was increasing on governments to make room for mary obstacles 'to human development in the re- 
at least partially elected parliaments or for munici- gion. Even couched in the sober language of UN 
pal councils, or to allow “political societies” to op- publications, the report delivered a resounding 
erate even though parties were banned. Reformers indictment of Arab regimes and sent shock waves 
both inside regimes and in the opposition empha- across the region. 
sized strengthening representative institutions and The administration of:US President George 
increasing political participation, while trying to W. Bush contributed to the intensity of discus- 
avoid defiance and conflict. sions on democracy by proclaiming its “freedom 
Today, the hope for reform without confronta- agenda” in the aftermath of the September 2001 
tion has waned in most countries. Governments terrorist attacks. The fact that the war in Iraq was 
throughout the Arab world have abandoned the launched at the same time that Bush announced 
pretense of reform and are reconsolidating their the new policy unfortunately convinced many 
grip on power. They are narrowing opportunities Arabs that democracy promotion was simply 
for political participation by manipulating laws code for the overthrow of regimes that Wash- 
and closing the space in which political parties can ington deemed hostile. Even so, while consider- 
operate. Reform, it is increasingly clear, depends able resentment greeted Bush’s policies through- 
less on the design of formal processes and insti- out the Middle East, many people in the region 
tutions than on power relations among factions also grudgingly acknowledged that the United 
within nations. States was finally speaking up against authoritar- 
ian Arab regimes. Some reformers believed that 
MOOD SWING l America’s new critical posture might help facili- 
The optimism at the beginning of the decade tate political change. i 
about the possibility of reform without confronta- Over the course of the past decade, however, 


the mood has changed, and hopes that political 

reform could occur in the near future and without 

intense showdowns have vanished. Regimes that a 
_ the Carnegie Endowment for International Peace. Her latest 8 


book, coauthored with Amr Hamzawy, is Getting to Plural- few years ago felt obliged to portray themselves as 
ism: Political Actors in the Arab World (Carnegie, 2009). open to democracy, at least in the long run, have 
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stopped pretending and are resorting to. openly re- 
pressive measures to bolster their positions. 

The United States abandoned the freedom agen- 
da during Bush's second term, frightened by the 
robust election results obtained by Islamist parties 
in countries as diverse as Morocco, Kuwait, Jor- 
dan, and Egypt, and above all in Palestine. Today 
the administration of Barack Obama, focused on 
making peace between Israelis and Palestinians, 
appears more interested in securing the support of 
Arab governments for. that project than in press- 
ing them to abandon their authoritarian ways. The 
American pendulum has swung back to its starting 
point. 

The failure of Arab countries to reform, how- 
ever, is primarily the result of internal factors, 
even if Washington's new laissez-faire attitude has 
not helped. Desire for political change exists in all 
Arab countries, but the organizations that are nec- 
essary to ‘change vague aspirations into concrete 
action are weak. 

Reform advocates within the region’s govern- 
ments have been more interested in creating 
conditions for economic 
growth and good adminis- 
tration than in promoting 
democracy. Liberal and even 
leftist parties have failed to 
build organizations capable . 








Egyptian reformers no longer believe 
that change can be brought about 
by winning seats in parliament. 
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braced the dominant credo of the time in the de- 
veloping world—that state control of the economy 
and the guidance of a single party were the keys to 
rapid progress. In the 1970s during the presidency 
of Anwar Sadat, Egypt again became a pioneer of 
reform, reintroducing a multiparty political system 
and reopening the country to private investment. 

But after the assassination of Sadat in 1981, 
President Hosni Mubarak did not continue the 
drive to reform.-On the contrary, Egypt stood 
still, even while the rest of the world appeared to 
be progressing rapidly amid the wave of democ- 
ratization that followed the end of the cold. war. 
Multiparty elections in Egypt took place regularly, 
but in a tightly controlled environment that guar- 
anteed the continued dominance of the National 
Democratic Party (NDP) and the continued i insig- 
nificance of the opposition. 

The economic opening also faltered, and Egypt's 
economy through the 1980s and 1990s remained 
heavily statist and dominated by bureaucrats. 
Political and economic reform stagnated even as 
civil society revived somewhat, and as informa- 
tion and ideas flowed more 
freely thanks to new media 
of communication. 

The shock created by the 
September 11, 2001, attacks 
in New York and Washing- 





of reaching large constitu- 
encies. Islamist parties that 
have chosen to participate in. politics are much 
better organized, but they have been isolated from 
other would-be reformers, in part by their own ar- 
rogance and excessive confidence in their strength, 
in part by the fear that they have engendered in 
others. Would-be reformers, in other words, have 
lacked sufficient power. 

The experiences of Egypt and Iraq are extreme- 
ly different in their details, but they. illustrate the 
same point: that the outcome of attempts at politi- 
cal reform is ultimately determined by power rela- 
tions among political forces. Formal institutions 
and .processes cannot bring about any change that 
is not supported by the distribution of power. 


EGYPT'S REFORM LEGACY 

Egypt historically has been a pioneer of politi- 
cal reform in the Arab world. The country expe- 
rienced a long, relatively liberal period from the 
1920s through the 1940s that ended with a coup 
détat in 1952. For the next two decades, under 
the presidency of Gamal Abdel Nasser, Egypt em- 





ton gave renewed vigor to 
debates already under way 
in Egypt, as in many other countries. Only one 
Egyptian participated in the attacks, but Egyp- 
tians had been implicated in earlier acts of ter- 
rorism abroad and certainly at home. This lent at 
least plausibility to an idea that the United States 


was pushing, namely that lack of democracy was 


linked to terrorism and thus reform was not only 
good in itself but also an antidote to extremism. 

Furthermore, the United States showed particu- 
lar interest in promoting political change in Egypt. 
The country was large and influential, and reform 
there might‘ have had a demonstration effect in 
the region. Also, Egypt was a relatively promising 
candidate to be nudged toward reform: It enjoyed 
good relations with the United States, received 
large amounts.of aid from it, and already had the 
superficial trappings of democracy, such as an 
elected parliament and political parties. 

In reality, the Egyptian government had no in- 
terest in taking steps that might curb the power of 
the president and the NDP. It promised reforms— 
the direct election of the president by voters rather 
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than by the parliament, the lifting of emergency 
laws that had been in place since the assassina- 
tion of Sadat in 1981—but mostly did not imple- 
ment them. When it did allow direct election of 
the president, it introduced so many restrictions 
on candidacy as to ensure that the sitting president 
could not be challenged by a credible opponent. 

The United States responded with increased 
pressure. In June 2005, in the middle of an Egyp- 
tian election year, Secretary of State Condoleezza 
Rice delivered a speech in Cairo that was openly 
critical of the Mubarak regime. Possibly in re- 
sponse to the criticism, and possibly for other rea- 
sons, but certainly as a result of miscalculation, 
the Egyptian government a few months later al- 
lowed parliamentary elections to be freer than was 
usually the case. The result was that the Muslim 
Brotherhood won 88 seats (20 percent of the to- 
tal) in the parliament. This put an abrupt end to 
Mubarak’s democratic experiment. 


THE ISLAMIST FACTOR 

Any political opening in Egypt confronts the 
government with a dilemma: how to deal with the 
Muslim Brotherhood. An organization with a large 
popular following, the Muslim Brotherhood has 
had complex relations with all Egyptian govern- 
ments, which have viewed it either as a potential 
asset or a grave threat. 

Nasser initially sought an alliance with the 
Muslim Brotherhood, but by 1954 he had banned 
it. Sadat partially rehabilitated it in the 1970s as a 
useful ally in combating the continuing influence 
of Nasserism, particularly on university campus- 
es. Sadat gave the Brothers freedom to proselytize 
among students, but never legalized the organiza- 
tion, which thus operated under constant threat 
of renewed repression. Mubarak, coming to pow- 
er after Sadat’s assassination by radical Islamists, 
played the same game, giving space to the Brother- 
hood in the hope that the influence of this relative- 
ly moderate organization would curb extremism. 

By the 1980s the Muslim Brotherhood, under 
the influence of a group of younger leaders, had 
come to accept the idea of participating in the legal 
political process, and Mubarak allowed it to do so. 
Although it remained an illegal organization, the 
Brotherhood was allowed to present candidates in 
parliamentary elections under the banner of other 
parties. In 1984, Muslim Brothers ran on the tick- 
et of the Wafd Party and won six seats. In 1987, 
they joined an alliance with the Labor Party and 
the Liberal Party and won 37 seats—more than the 


other two parties combined, but still only 8.5 per- 
cent of the total seats in the parliament. In 1995 
and 2000, Muslim Brothers ran as independents, 
and the government managed to hold their gains 
respectively to 1 and 17 seats. 

In 2005, the government assumed that it could 
again hold the Muslim Brothers to a small num- 
ber of seats. They won 88 instead. The outcome 
ended both the Egyptian government's willingness 
to experiment with democracy and Washington's 
eagerness to push Cairo toward reform. When the 
Mubarak government made it impossible for the 
Muslim Brotherhood to compete in the 2008 mu- 
nicipal elections, and when it started negotiating 
outcomes for the 2010 parliamentary elections 
months before voting took place, the United States 
did not protest. 

Egyptian reformers and regime opponents to- 
day no longer believe that change can be brought 
about by engaging in the formal, legal political 
process and winning seats in parliament. The 
Muslim Brotherhood knows that it will not be al- 
lowed to participate in a significant way, though it 
is determined to take advantage of whatever space 
it is given. Liberal and leftist parties know that 
they will probably benefit from the exclusion of 
the Muslim Brotherhood and pick up a few more 
seats, but they also know they will remain pow- 
erless to push through any changes. As a result, 
hopes for reform now focus on the presidential 
election scheduled for 2011—and on direct action 
and even civil disobedience meant to force the re- 
gime to allow that election to be competitive. 


AFTER MUBARAK 

The 2011 presidential election is crucial be- 
cause of the impending succession from the ag- 
ing and ailing Mubarak to a new president. Offi- 
cially, at the time of this writing, Mubarak remains 
the NDP’s candidate, but it is clear that he cannot 
survive a new term in office even if he lives until 
the voting.-In this climate of uncertainty, the NDP 
seems more determined than ever that no viable 
opposition candidate will be allowed to compete 
with its own candidate—whether Hosni Mubarak, 
his son Gamal, or another candidate from the rul- 
ing party or even the security apparatus. 

The opposition has few choices. Only members 
of the leadership of the political parties represent- 
ed in the parliament can become candidates au- 
tomatically, and they are a lackluster bunch who 
would not attract significant numbers of votes. 
Independent candidates theoretically can run, but 


they would need the endorsement of 250 elected 
officials from the two houses of the parliament and 
the municipal councils—an impossibility because 
all these bodies are dominated by the NDP. 

As a result, activists seeking change have aban- 
doned the formal process. The shift started with 
the sudden and somewhat surprising emergence 
in late 2009 of Mohamed ElBaradei as a new ral- 
lying point for the opposition. The former head of 
the International Atomic Energy Agency, ElBara- 
dei retired in 2009 after a long career as an inter- 
national civil servant and returned to Egypt. He 
soon announced he would run for the presidency 
if the government took steps toward ensuring a 
free and fair election by enacting seven reforms. 

ElBaradei’s proposed reforms are: ending emer- 
gency rule; restoring judicial supervision of elec- 
tions; allowing international observers; provid- 
ing equal media access to all candidates; allowing 
Egyptian expatriates to vote; revising the consti- 
tution to abrogate provisions that place extraor- 
dinary restrictions on candidacies, and to impose 
a two-term limit on the presidency; and allowing 
Egyptians to vote on the 
basis of their identifica- 
tion cards, rather than 
problematic voter regis-’ 
ters. 

ElBaradei’s announce- 








Reliance on individual leaders, however 
understandable, undermined the 
process of institution building in Iraq. 
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The presidential election is still too far away to 
predict what impact the signature campaign and 
the direct activism of ElBaradei supporters will 
have on the election and most importantly on the 
presidential transition. It is clear, however, that 
Egyptians seeking political reform are no longer 
playing by the rules that the government imposes 
and enforces. Within those rules, the regime has 
overwhelming power and the opposition has very 
little. Political reformers have moved from the 
realm of formal, legal, political activity to direct 
action, in the hope of generating sufficient power 
to force change. 


THE IRAQI STALEMATE 

Iraq is a very different country today from what 
it was at the beginning of the decade. American in- 
tervention has profoundly transformed it. Saddam 
Hussein is gone and his army and bureaucracy 
have been gutted. The Baath Party has been dis- 
mantled. Kurdistan is an autonomous region. And 
the new election-based political system has deep- 
ly affected the balance of power among sectarian 
groups, with Shiites hav- 
ing become the most im- 
portant group by virtue of 
their numbers. 

The initial change was 
brought about by the 





ment has served as a cata- 
lyst for Egypt’s dispirited 
opposition. A variety of groups have rallied around 
him, and what appeared initially as a somewhat 
naive and doomed attempt to force the authori- 
tarjan government to behave democratically has 
turned into a broad-based movement with consid- 
erable momentum. 

A diverse alliance of political groups—po- 
litical parties, old and new activist groups, some 
members of parliament, journalists, intellectuals, 
and the Muslim Brotherhood—has formed the 
National Association for Change and launched a 
campaign to collect signatures endorsing ElBara- 
deis demands. The organization is far from co- 
hesive; cracks and defections have appeared over 
tactics and personality clashes. Nevertheless, by 
September the campaign had collected over half 
a million signatures. 

ElBaradei has recently escalated the confronta- 
tion by calling on all political parties to boycott 
the 2010 parliamentary elections because they are 
rigged. He has: also hinted at the possibility of a 
campaign of civil disobedience in the future. 





United States, first at gun- 
point and then through a 
series of decrees that aimed at dismantling what 
was left of the old system and putting in place a 
new one. But the reform process slowed down, 
and eventually ground practically to a halt, once it 
was placed in the hands of Iraqi actors. 

- Iraq is now experiencing a stalemate rather than 
a reform process. The country has not had a func- 
tioning government since the formal mandate of 
Prime Minister Nuri Kamal al-Maliki expired in 
January 2010. This year’s legislative elections were 
delayed by several months past a constitutionally 
mandated deadline, and more than eight months 
after the elections the country still did not have a 
government. 

Iraq’s democratization was not aly driven from 
the outside—it was imposed. While many Iraqis 
undoubtedly welcomed the change, it would not 
have happened at that time, and in that particu- 
lar form, had the United States not made it hap- 
pen. Until recently, the Americans were deeply in- 
volved in every step of the political reform process 
and exercised enormous influence and in many 
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cases direct control. In the end, however, domestic 
factors proved most important. 

With the withdrawal of US combat troops this 
summer and the likelihood that all troops will 


leave by the end of 2011, America’s influence is - 


rapidly dwindling. As a result reform, and even the 
need for normal governance, have been pushed 
aside as a naked struggle for control of the country 
plays out. Political change has halted in Iraq for 
the same reasons that it halted in Egypt: The bal- 
ance of power among domestic political forces is 
not favorable to further change; and the country’s 
political culture has proved at odds with what is 
necessary to consolidate reform. 


THE ENDLESS PROCESS 

The process of transforming Iraq's political sys- 
tem can be divided into three phases: the initial 
occupation and the dismantling of the Hussein 
regime; designing and putting in place a new for- 
mal political system; and finally, a clash between 


that formal system on one side and the country’s. 


political culture and politi- 
cal balance of power on the 
other—which has left the 
country paralyzed. 

The first part of the pro- 
cess was quick, somewhat 
brutal, and clearly imposed 





Council of Representatives, the national legislative 
body, followed soon afterward, in December 2005. 
This pace of change would have taxed the capacity 
of any country, let alone one just emerging from 
years of dictatorship. The process unfolded ac- 
cording to plan and schedule because the United 
States and the United Nations made it happen. 

The long-term costs to the country of a process 
engineered to meet outsiders’ requirements and 
artificial deadlines soon became evident. Major 
constitutional provisions were never respected, 
including by the United States. Provisions that did 
not suit major players were simply ignored. 

For example, a referendum on whether the city 
of Kirkuk should be incorporated into Kurdistan 
was never carried out. Legislation needed to set up 
the upper house of the parliament was never en- 
acted. A hydrocarbons law clarifying whether the 
awarding of oil contracts is the exclusive preroga- 
tive of the central government—or a right that can 
be exercised by the Kurdistan Regional Govern- 
ment as well as regions that might be formed in 

the future on their own ter- 





Governments throughout the 
Arab world have abandoned the 
pretense of reform and are 
reconsolidating their grip on power. 


ritory—has been discussed 
endlessly, but not enacted. 
In fact, after the frantic ac- 
tivity of 2005, the process of 
change halted. Even more se- 
riously, the constitution and 





on Iraq by the United States 
in a manner that can only 
be called authoritarian. The United States in- 
vaded Iraq, the Iraqi military melted away, and 
an American proconsul ruled by decree—more 
precisely by “orders”—for over a year. The dis- 
mantling of the old Iraq was undertaken system- 
atically with the disbanding of the military, the 
elimination of the Baath Party, and the launch- 
ing of the de-Baathification process among gov- 
ernment employees. By mid-2004, this initial 
phase was over. 

The second period started with the formal re- 
turn of sovereignty to Iraq on June 30, 2004, and 
was characterized by an almost frantic process of 
forming new institutions. The provisional govern- 
ment that was set up in June 2004, under the lead- 
ership of Ayad Allawi, presided in January 2005 
over elections for a national assembly in charge of 
enacting new laws while at the same time writing 
a constitution. ' 

The drafting of the constitution was completed 
by August 2005, and the document was submit- 
ted to a referendum in October. Elections for the 





the institutions created by 
it failed to become a frame- 
work regulating politics and decision making. In 
part, this failure to develop the institutions envi- 
sioned by the constitution and to make Iraqi poli- 
tics adhere to the constitutional framework was the 
result of an upsurge of violence through 2006. The 
violence shifted attention away from building a 
new-Iraqi state and toward establishing a minimum 
level of security and keeping the country from fall- 
ing apart completely. But the problem goes well be- 
yond the security issue, important as that was. 
Equally important was the reluctance of Iraqi 
and US officials to be constrained by constitutional 
provisions that they did not like. The Iraqis’ re- 


. luctance was to be expected, but that of American 


officials was surprising and probably more damag- 
ing in the.long run, because it helped foster the 
lack of respect for institutions and procedures that 
blocked the formation of a government after the 
2010 elections. 

From the very beginning, US officials did not 
like the constitution, which greatly limited the 
power of the central government, while giving 


considerable power to the Kurdistan region and 
allowing and even encouraging the formation of 
other semiautonomous regions. The United States 
favored greater power for the central government, 
fearing that the country might disintegrate. The 
constitution was also opposed by Sunni political 
leaders, who complained that they were underrep- 
- resented in the constitution-making process. 

In order to secure Sunni support for the consti- 
tutional referendum, US officials in Baghdad cre- 
ated a special, fast-track process of constitutional 
revision that was supposed to last for only a few 
months. (This revision process contradicted the 
constitution itself, which stipulated that the docu- 
ment could not be amended for a period of two 
successive electoral terms, and then only with the 
concurrence of two-thirds of the Council of Rep- 
resentatives, along with popular approval in a ref- 
erendum.) The committee that was established to 
recommend constitutional amendments could not 
agree on any set of recommendations, but it was 
not dissolved when its mandate expired. Thus it 
continued to exist in a twilight zone. This helped 
put Iraqis, with US complicity, on a path of disre- 
gard for the constitution, both procedurally and in 
terms of substance. 
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US officials had some valid reasons for playing 
down the constitution and at times ignoring or 
going against it. Persuading angry Sunnis to buy 
into the effort to build a new political system was 
important. (Sunni Muslims, though a minority in 
Iraq, had dominated the country when Hussein, a 
Sunni, was in power.) Also, disregarding the con- 
stitutional provisions that required a referendum 
on Kirkuk by December 31, 2007, may have pre- 
vented a violent showdown at a time when: Iraq 
was already facing enormous instability. In gener- 
al, relying on individuals rather than institutions 
seemed necessary: because Iraq's institutions were 
so weak. 

Yet'the reliance on individual leaders, however 
understandable, undermined the process of insti- 
tution building in Iraq. While the rhetoric of na- 
tion building stressed the importance of building 
strong institutions, the United States still needed 
individuals on whom it could depend—a paradox 
that plagues postconflict reconstruction in any 
country. The United States for a long time decried 
the weakness of Prime Minister Maliki. He had 
emerged in 2006 as the-compromise candidate for 
the position precisely because he was seen as weak 
and thus not a threat to other politicians. Indeed, 
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because he did not seem sufficiently assertive, 
American officials were initially skeptical about 
his capacity to govern. 


MALIKI’S POWER PLAY 

Maliki, however, surprised observers by remak- 
ing himself as a strong leader. The United States 
applauded this change—until Washington started 
worrying about his growing authoritarianism, 
particularly because institutions remained far too 
weak to force respect for the constitutional order. 
The transformation of Maliki from a compromise 
prime minister into a politician who managed to 
remain in power long after the expiration of his 
term in office is a reminder of the built-in conun- 
drum of political reform: It takes strong individu- 
als to carry out reforms, but it takes institutions 
to make them last, and strong leaders can easily 
become a threat to institutions. 

The consequences of this clash between per- 
sonalities and institutions have been evident in 
Iraq during 2010. First, institutions were not up 
to the task of holding elections that were reason- 
ably honest and held on time. The parliament was 
late in reaching agreement on an election law; thus 
elections could not be conducted by the constitu- 
tionally mandated deadline of January 2010. The 
Independent High Electoral Commission could 
not prevent interference in the election process 
by another body, the Justice and Accountability 
Commission. In the name of de-Baathification, the 
commission sought to ban candidates—and later 
even some newly elected members of the Council 
of Representatives—on the basis of poorly sub- 
stantiated accusations. 

When election results were finally certified, 
three months after the voting, the clock should 
have started ticking on a process designed to 
ensure that the government would be formed 
without undue delay—a process that is clearly 
spelled out in the constitution. The parliament 
should have convened within two weeks of the 
certification of election results to elect a speaker; 
it should have elected a new president within an 
additional 30 days. Within another 15 days after 
that, the president should have asked the candi- 
date nominated by the largest parliamentary bloc 
to form a government. And the prime minister- 
designate should have formed a cabinet, or lost 
the mandate to a new prime minister-designate, 
within 30 days. 


The newly elected Iraqi parliament met on 
June 14, 2010, respecting the deadline, but it nev- 
er elected a speaker. At that point the formal pro- 
cess ground to a halt as politicians tried to work 
out a package deal on all positions, but above all 
as Maliki, whose party received the second-largest 
number of votes and thus could not get the man- 
date to form the government, struggled to forge 
an alliance with parties that were determined not 
to allow him to be prime minister again. With 
the mandated deadlines forgotten, the process 
dragged on through the fall, and the country con- 
tinued to drift with only a caretaker government. 

During its occupation of Iraq, the United States 
had the power to impose on the country the politi- 
cal system it had chosen for it. To be sure, Iraqis 
took.part in the process and helped design the new 
institutions, but within parameters that were set 
by the Americans. But these parameters did not 
reflect what was achievable within Iraq's balance 
of forces—hence the problems now. 


THE CENTRALITY OF POWER 

The lesson taught by Egypt and Iraq, and by 
other countries in the region where reform efforts 
have quickly dissipated, is that real political re- 
form only occurs when a new balance of power 
emerges in a country. Incumbent regimes do not 
give up their power unless they are forced to do so. 
Outside pressure is rarely the determining factor, 
because it is unsustainable over the long run. 

The Bush administration gave up on democracy 
promotion as soon as that goal came into con- 
flict with its interest in curbing the influence of 
Islamists. The Obama administration has deem- 
phasized democracy promotion, concentrating in- 
stead on leaving behind a functioning government 
in Iraq and on stabilizing Afghanistan. In any case, 
outsiders trying to impose change usually outgrow 
their welcome rather fast. And policies change 
anyway as the international scene shifts and inter- 
ests are reconsidered. 

The centrality of power in determining whether 
a country will or will not reform suggests that in 
most cases the path to reform is not going to be 
a smooth one. Usually it will involve a confron- 
tation between those who want to maintain the 
status quo and those who seek change. Confronta- 
tion does not always have to be violent, but it does 
involve struggles for power, such as those unfold- 
ing today in Egypt and Iraq. | 





“If one wants 4 country to be Jéwish:, =. a ceitain threshold of the population may 
actually need to be Jewish.” a ya 
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Israel’s Existential Predicament: 
Population, Territory, and Identity 


SERGIO DELLAPERGOLA 


() ver its history Israel,.a land whose very will have to withdraw sovereignty from significant 






name cannot be agreed upon by its inhab- parts of the territory and population. 

itants; has been an object of conquest This existential predicament reflects the demo- 
by many rulers and inhabited by people of many graphic balance -sheet and population dynamics 
different cultural, ethnic, and religious orienta- encompassing the entire area that was the British 
tions. Today, this multi-threaded competition has Mandate over Palestine between the twentieth 
: boiled down to two ethno- century’s two world wars, with the fringe addi- 
religious-cultural groups. tion of the Golan Heights (formerly part of Syria), 
Dilemmas | Jews, after recovering politi- which Israel occupied during the June 1967 war. 
Third in a series cal sovereignty through the The controversy is not just about demographic 
state of Israel, and Arabs; data, of course; political ideology also is involved. 
struggling to gain for their own political frame- But the demographic data, once understood, leave 
work (the Palestinian Authority) the higher rank little room for debate: The Arab population has 
and privileges of statehood, remain engaged in been, is, and for several more years will be grow- 
a bitter conflict over ultimate possession of the ing at a faster pace than the Jewish population. 
land. Such trends inevitably have political implications. 
From the perspective of Israeli strategy in this This relatively small parcel of land—less than 
conflict, it has been suggested that the state faces 12,000 square miles—still hosts a varied array of 
a conundrum because it has three fundamental population groups, but in public discourse they 
goals, but can achieve only two of the three at are usually reduced to the rough dichotomy of 
the same time. The three goals are to preserve the Jews and Palestinians (as local Arabs choose to 
Israeli state’s Jewish identity, democratic character, identify).. Each side has good reasons, based on 
and territorial extent. : long-term textual, archaeological, and hermeneu- 
Thus, Israel can choose to apply a Jewish cul- tical evidence, to claim the whole land as its own. 
tural identity to the whole territory and population Each side has paid a high price in the affirma- 
between the Mediterranean Sea and the Jordan tion and defense of its territorial rights, and the 
River, but in that case it cannot be a democracy. price continues to be paid. Prospects for end: 
Israel can opt for the same territorial extension ing the conflict in the foreseeable future remain 
and apply to all residents the democratic principle quite uncertain, even under best-case scenarios, 
of “one man, one vote,” but in that case it will notwithstanding the ongoing diplomatic efforts 
not be a Jewish state. Or Israel can choose to be by the Barack Obama administration and other 

a Jewish and democratic state, but in that case it agents from inside and outside the region. 


: Possible solutions to this protracted, bloody 
conflict would obviously be political—whether 





SERGIO DELLAPERGOLA is a professor at the Hebrew Uni- 


versity of Jerusalem. His books include Israel and Pales- negotiated by the parties directly involved or 
tine: The Power of Numbers—The Middle East Conflict in imposed by some external power. But, as in many 
Demographic Perspective (Il Mulino, 2007, in Italian, Eng- other cases of ethnically and religiously split soci- 


lish forthcoming) and Jewish Population Policies: Demo- : liti b d d withoutdel 
graphic Trends and Options in Israel and in the Diaspora eties, politics cannot be understood without delv- 


(Jewish People Policy Institute, 2010). ing into the cultural and psychological identities 


383 


384 © CURRENT HISTORY © December 2010 


of the main collective actors. Indeed, culturally 
rooted factors significantly affect demographic 


behaviors and trends, shaping the size and struc- 


ture of the Jewish and Palestinian populations as 
well as the present and future viability of their 
respective political entities. 


THE BONE OF CONTENTION 

When the United Nations General Assembly 
on November 29, 1947, approved Resolution 
181—which partitioned Palestine into two states, 
plus a Corpus separatum comprising the Jerusalem 
and Bethlehem areas—the plan clearly recognized 
the ethnic and religious roots of the conflict. The 
UN resolution aimed at appeasing the main actors 
by allocating each of them one of two states, and 
by suggesting unequivocal names for those two 
states. Contrary to the belief of many today, those 
two names were not Israel and Palestine. They 
were Arab and Jewish- 

In addition to names, the UN decision con- 
tained several important provisions that recog- 
nized and allowed ample space for the legal rights, 
needs, and prerogatives of the : 
two populations, grounded 
in their respective national 
identities. There could be no 
doubt that Arab and Jewish 
were to become the national 





-It is hard to pretend that Israel 
is not becoming, if it is not 
already, a binational state. 


Arab state, in turn, was now dismembered into 
three portions: the Gaza Strip, under Egyptian 
occupation; the West Bank, under Jordanian occu- 
pation; and the rest, as noted, incorporated by 
Israel. : 

It is important to realize that the real bone 
of contention is what happened in 1947-1949, 
not the outcome of the Six Day War in June 
1967. In: 1967, Israel occupied the Gaza Strip, 
the West Bank, and the Golan Heights (in addi- 
tion to the Sinai Peninsula, which was returned 
to Egypt in the 1979 peace treaty signed by 
Egyptian President Anwar el-Sadat and Israeli 
Prime Minister Menachem Begin). From the very 
start of Israels existence, however, diplomatic 
efforts have focused on reaching a comprehensive 
agreement that incorporates mutual and peaceful 


recognition of the existence and rights of two per- 


manent actors, Arabs and Jews, in Palestine. 


FACTS ON THE GROUND 

In the meantime, day by day, demography has 
created new facts on the ground—small, little- 
noticed facts like a birth, a 
death, a change of residence. 
Accumulated over time, the 
sum of these little demo- 
graphic facts becomes one 
of the major strategic vari- 





states for the Arabs and the 
Jews of Palestine. This was 
supposed to be the solution—but also appeared to 
be part of the problem. 

On May 14, 1948, David Ben Gurion pro- 
claimed the independence of the Jewish state 
under the name of State of Israel. (Those who lis- 
ten today to Ben Gurion’s recorded voice quickly 
realize that Israel was in fact a nickname for 
Jewish.) The leadership of the Arab community in 
Palestine, however, did not follow Ben Gurion’s 
lead, choosing not to declare the independence of 
the Arab state. 

The ensuing warfare generated two important 
developments. One was the exodus of about 
700,000 Arabs, mostly residents of the territory 
allocated by the UN to the Jewish state. The sec- 
ond was the military conquest of, and expansion 
by the Jewish state into, areas allocated to the 
Arab state. The 1949 armistice treaties signed 
along those lines thus established the recognized 
temporary borders of a state of Israel that hosted a 
large Jewish majority while incorporating certain 
areas that mainly Arabs inhabited. The putative 





ables operating at the cogni- 
tive as well as the political 
level. Over time demography has been increas- 
ingly present in public discourse, though its actual 
impact on observers and policy makers cannot be 
assessed simply. 

After World War II, the population of Palestine 
between the Mediterranean Sea and the Jordan 
River comprised one million and a quarter Arabs 
and just over half a million Jews. The Jewish 
population increased more than tenfold over the 
next 60 years, due to mass immigration and a 
fairly high and uniquely stable natural increase. At 
the beginning of 2010, Israels core Jewish popu- 
lation reached 5,704,000. When combined with 
313,000 non-Jewish members of Jewish house- 
holds—mostly immigrants from the former Soviet 
Union—the enlarged Jewish population amounts 
to 6,017,000. This includes 296,000 residents in 
the West Bank. 

The Arab population that is incorporated into 
the state of Israel—enlarged by natural increase, 
the annexation of East Jerusalem in 1967, and 
the adoption of Israel’s legal system for the Golan 
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Areas and Populations in Israel and Palestine (Beginning of 2010) 
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6,967,000 79.0 
471,000 
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1,470,000 










b. According to Israels legal system (which also applies to the Jewish and Other residents of the West Bank). 


Sources: State of Israel and Jews and Others population: Israel Central Bureau of Statistics. West Bank and Gaza’ authors adjustments of original data from Palestinian Central Bureau of Statistics. 


Heights—reached 1,536,000 in 2010. The West 
Bank and Gaza have a combined Palestinian popu- 
lation of 3,670,000, for a grand total of 5,206,000 
Arabs living in Israel and territories under the 
Palestinian Authority. 

Looking at the table above, one striking figure 
is that nearly 11.5 million people live in this small 
territory—about half of which, especially in the 
south, is thinly populated desert. (Population is 
quite dense in the northern half of both Israel and 
the Palestinian territories.) The total population is 
even more remarkable in light of the evaluations 
of experts in the 1920s and 1930s. They believed 
the top carrying capacity of British Palestine, 
given its available physical resources, was about 
2.5 million people. This says a lot—beyond the 
political aspects of the demographic equation— 
about technology's ability, albeit not unlimited, to 
increase the economic capacity of a land and its 
possible population size. 


DRIVERS OF GROWTH 

Over repeated periods in Israel’s history, immi- 
gration has constituted the main driver of popu- 
lation growth. The volume of immigration has 
been characterized by a wave-like pattern created 
by the variable intensity of push factors in the 
vast array of countries where Jewish people are 
dispersed worldwide. The immigration process 
has been greatly facilitated by Israel’s all-inclusive 
special immigration law, the Law of Return, which 
awards immigrant rights to any Jew in the world, 
their children and grandchildren, and all of their 
spouses—whether Jewish or not. ` 


Israel also has a regular immigration and natu- 
ralization law, recently at the center of an animat- 
ed parliamentary and public debate when Israel’s 
cabinet approved an amendment according to 
which new citizens who do not immigrate under 
the Law of Return must pledge allegiance to Israel 
“as a Jewish and democratic state.” This amend- 
ment seems redundant in light of our preceding 
survey of' Israels formative stages as the recog- 
nized Jewish state. s 

One major peak in Israels intensive immigra- 
tion history occurred in 1948-51, with the trans- 
fer of over 300,000 endangered Jews from Muslim 
countries and as many Jewish survivors of World 
War ITs mass annihilation in Europe. This wave 
nearly doubled Israels population, amid obvious 
economic difficulties, and also introduced signifi- 
cant sociocultural and socioeconomic heterogene- 
ity into the country’s social fabric. A second major 
peak came in 1990-91, with the arrival of nearly 
400,000 immigrants, mostly from the former 
Soviet Union. 

Overall, a net positive balance of immigra- 
tion over emigration has prevailed: in 58 out of 
Israels 62 years of history, and has consolidated 
a society about half of which carries a Middle 
Eastern cultural background and half a European 
or American background. That said, more than 70 
percent of all Jews in Israel today are part of a sec- 
ond, third, or later generation born and educated 
in the country. 

For the past several years, however, as immi- 
gration has diminished, the main component 
of Jewish population growth in Israel has been 
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the natural increase generated by the excess of 
births over deaths. Israel’s life expectancy ranks 
among the top 10 in the world, which points to 
a generally good and accessible health system. 
Israel’s Arab citizens continue to experience a 
moderate health gap. But their life expectancy is 
rising, and it is in line with an Eastern European 
nation like Poland, rather than a Middle Eastern 
country like neighboring Lebanon, Syria, Jordan, 
or Egypt. 

Israel's Jewish fertility rate nearing 2010 was 
slightly on the rise at 2.9 children per woman— 
substantially higher than in any other developed 
country, and twice or more the effective Jewish 
fertility rate in most diaspora communities. This 
reflects not only the typically large families of the 
Jewish population’s more religious component, 
but also a diffused desire for children among 
moderately traditional and secular Jews, a trend 
especially notable among the upwardly mobile. 

The current fertility rate for Israel’s Arab citi- 
zens, at 3.7 children per woman, is down from its 
top level of nearly 10 children on average in the 
early 1960s. A closer look: 
at the data reveals stable 
fertility patterns among 
the majority of Israel's 
Arab citizens, and a much 
higher but rapidly declin- 








The Arab population has been, is, and for 
several more years will be growing at a 
faster pace than the Jewish population. 


population growth has been somewhat curtailed 
in most years—long before the 1967 war and dur- 
ing most of the years since—by a negative migra- 
tion balance. 

One further salient issue is the widespread 
settlement of Israelis in the West Bank. Until 
2005, the settlements also encompassed the Gaza 
Strip, but under Prime Minister Ariel Sharon 
the Israelis withdrew and relocated nearly 9,000 
settlers. Today some 296,000 Jews and related 
family members live in the West Bank. They are 
comprised mostly of young, religious households, 
with a fertility rate approaching 5 on average. 

The high-profile question of the temporary 
suspension of construction in these settlements 
in connection with the recent Israeli-Palestinian 
negotiations concerns this group. The settler 
population's fast natural increase reflects not only 
ideological activism, but also housing that is sig- 
nificantly cheaper than within Israel's preko 
boundaries. 

Regarding Jerusalem, whose municipal sonal 
aries were expanded immediately after the 1967 
war, the city today has 
grown to a grand total 
of 774,000 inhabitants. 
Of these, 471,000 live in 
the East Jerusalem sec- 
tions; and of these latter, 





ing fertility rate among 
semi-nomadic Bedouins 
in the south. 

Among Palestinians in the West Bank and 
Gaza, processes of demographic moderniza- 
tion have proceeded hand in hand with those 
of the Muslim residents of the state of Israel, 
albeit somewhat more slowly. The UN Human 
Development Program has ranked health patterns 
in the Palestinian territories about 65" out of 
some 200 countries, considerably behind Israel's 
high standards but still better than in many other 
Middle East societies. In addition, fertility rates 
have been declining—faster in the West Bank than 
in Gaza—but they remain somewhat higher than 
among Israel’s Muslims and characteristically also 
higher than in most other Arab countries in the 
region. 

These trends perhaps reflect better health care 
and some economic gains, along with rapidly ris- 
ing levels of education, in the Palestinian territo- 
ries—in spite of continuing Israeli occupation and 

. limitations on freedom of movement and political 
association. The resulting fast pace of Palestinian 





276,000 are Palestinians 
(as against about 70,000 
in 1967) and 195,000 are Jews (including their 
non-Jewish household members). 


AN ARAB THRESHOLD? 

The combined results of these different demo- 
graphic patterns create a complex mosaic of 
people and territories, the significance of which 
obviously transcends the mere numbers. From 
Israel’s perspective, the major issue is this: Do 
current demographic trends in Israel and among 
Palestinians increase or decrease Israels chances 
to be a Jewish and democratic state? Here are 
some facts. 

In 2009, Arabs accounted for just over 20 per- 
cent of Israel's population (including West Bank 
Jewish residents but not Palestinians in the occu- 
pied territories). Yet Arabs generated 25 percent of 
all births in Israel because of higher fertility rates 
and, importantly, because of their much younger 
age composition. At the same time Arabs, again 
because of their much younger age composition, 
accounted for only 10 percent of all deaths in Israel. 


Consequently, excluding international migra- 
tion, 30 percent of the total natural increase 
in Israels population last year occurred in the 
Arab sector—significantly higher than the Arabs’ 
population share. Excluding immigration, in 2009 
Israel’s population grew by 1.5 percent among 
Jews and 2.5 percent among Arabs. 

The present trend thus generates a steady 
growth in the Arab share of Israels population. 
Israels Arab population is expected to reach 24 
percent in 2030 and 27 percent in 2050, while 
the share of Arabs among children younger than 
15 will likely be 30 percent by 2030. Looking 
at age composition, in 2009 Jews comprised 91 
percent of all Israelis at age 78, 77 percent at 
age 48, 70 percent at age 18, and 68 percent at 
age 6. This represents a gradual transformation 
in structural identity within Israeli society as 
one moves from the older to the younger age 
cohorts—a transformation from a national into a 
binational state. 

Is there a threshold? As it currently stands, 
within the borders of pre-1967 Israel, and ignor- 
ing the foreign workers, the Jewish population 
is just short of an 80 percent majority. Including 
the West Bank, the Jewish population is over 60 
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percent of the combined total. Even adding the 
Gaza area, it is at least 51 percent. This is techni- 
cally a majority. It is not, however, truly sufficient 
to ensure Israel’s Jewish and democratic charac- 
ter, especially in light of the ongoing population 
trends. 

Total population size and the respective share of 
the two major population groups, Jews and Arabs, 
depend on three major factors: the balance of 
births and deaths; the balance of in-migration and 
out-migration; and the balance of joining versus 
leaving a certain group, for example through con- 
version. Within Israel—inside pre-1967 borders 
plus East Jerusalem and the Golan area—the share 
of Jews at the end of 1967 was 85.9 percent versus 
14.1 percent Arabs; in 1977 the figures were 84.2 
percent and 15.8 percent respectively; in 1987, 
82 percent and 18 percent; in 1997, 79.7 percent 
Jews, plus 2.2 percent non-Jewish relatives, and 
18.1 percent Arabs; in 2007, 75.6 percent Jews, 
4.4 percent non-Jewish relatives, and 20 percent 
Arabs; and at the beginning of 2010, 75.4 percent 
Jews, 4.3 percent non-Jewish relatives, and 20.3 
percent Arabs. 

In this instructive progression, the hundreds of 
thousands of Jewish immigrants from the former 
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Soviet Union pass nearly unnoticed, except for 
the new label of non-Jewish relatives who stem 
from the Law of Return’s comprehensive provi- 
sions. The share of Jews in Israel is continuing to 
diminish, as it has in most of the 42 years since 
Israel incorporated East Jerusalem and its Arab 
population, simply because population growth in 
the Arab sector is faster. And all of this ignores the 
impact of temporary foreign workers who are not 
Jewish, but some of whom are Muslim. 


TOWARD BINATIONALISM 

All in all, the present trends continue to erode 
the Jewish share within Israel's population. In 
2020, Israel’s Jewish population share is expected 
to be 73.6 percent, with another 4.4 percent non- 
Jewish relatives and 22 percent Arabs; the share 
of Jewish children below 15 will likely be 69.7 
percent, with 3.1 percent non-Jewish relatives 
and 27.2 percent Arabs. Excluding the West 
Bank and Gaza, Israel is expected to continue to 
hold a solid Jewish majority. But with figures like 
these, it is hard to pretend 
that Israel is not becoming, 
if it is not already, a bina- 
tional state. 

Some analysts, mostly 
identified with the right- 
wing spectrum of Israeli 





Israel can choose to apply a 
Jewish cultural identity to the whole 
territory and population, but in that 
case it cannot be a democracy. 


lation growth, is currently close to minimum 
historical levels. The massive former Soviet res- 
ervoir is largely exhausted, and Jews do not 
readily flee affluent Western democracies even if 
they witness anti-Semitic incidents or temporary 
economic recessions. Indeed, the largest single- 
country-origin group now arriving is returning 
Israelis. Continuing emigration from Israel, while 
not unusually high, reduces the net migration bal- 
ance to a bare minimum. 

Moreover, because of frequent intermarriages 
across the Jewish diaspora, if these more numer- 
ous immigrants were to materialize, a higher share 
among them would not be recorded as Jewish 
and would add to the 313,000 such individuals 
who already live in Israel. Conversion to Judaism, 
which might sensibly draw on this human capital, 
continues to be kept at low levels by the stringent 
criteria adopted by Israel's Chief Rabbinate. 

Differentials between the Jewish and 
Palestinian population growth rate will probably 
disappear eventually. For now, the declining fer- 
tility of Arabs is compen- 
sated for by their younger 
age composition. This may 
change with shifts in Arab 
age distribution, but it will 
take at least two decades 
before the effects of such 





politics, have suggested 
that the over 2 million 
Palestinians who live in the West Bank outside 
Jerusalem ought to be incorporated into Israel's 
demographic equation—they maintain that the 
true numbers of Palestinians are lower than 
those outlined above. But even if they were right, 
the ensuing percentage differences would be 
trivially small. They speak of a 67 percent Jewish 
majority in Israel and the West Bank (includ- 
ing, without saying so, the 313,000 non-Jewish 
immigrant relatives). By my own estimate, a 
more likely figure is 62 percent. Note that 
Cyprus—clearly a binational state—was 82 per- 
cent Greek and 18 percent Turk when it gained 
independence in 1960. 

In addition to inaccurately portraying recent 
trends, the same critics project large-scale migra- 
tions to Israel based on the observation of, or 
rather hope for, “economic meltdown” and “the 
rise of anti-Semitism.” This seems to disregard 
history’s lessons. l 

International migration, already noted as one 
of the main engines of Israel’s past Jewish popu- 





developments are notice- 
able. 


THE LAND SWAP REVISITED 

One controversial proposal that supposedly 
might mitigate the cumulative effects of differ- 
ential demographic trends is a “swap,” an idea 
recently revived by Israel’s Minister of Foreign 


` Affairs Avigdor Lieberman. Within the frame- 


work of an eventual Israeli withdrawal from 
parts of the West Bank, Lieberman advocates 
annexing major Israeli settlement blocs and 
in exchange handing over to the Palestinians 
Israel's Triangle region, a strip of land just inside 
Israels post-1967 border. This region, which 
extends from the city of Umm al-Fahm in the 
north to Kafr Qasim in the south, is inhabited 
almost entirely by Arabs. 

Many view Lieberman’s proposal as part and 
parcel of what they see as the foreign minister's 
xenophobic agenda. But his critics should not 
be so quick to write off this idea simply because 
of the political leanings of its most prominent 
supporter. Such land swaps have been frequent 


in Europe's political history and have repeatedly 
occurred in the Middle East. While Lieberman is 
often labeled a far-rightist, the notion of swapping 
sovereignty over the Triangle is not simply a far- 
right idea. On the left, the former deputy defense 
minister Ephraim Sneh, a committed dove and 
until recently a prominent member of the Labor 
Party, was an advocate of this very notion, as was 
Yossi Beilin, one of the architects of the Geneva 
peace initiative. and a one-time leader of the 
Meretz radical party. 

In 2002 the former prime minister Ehud Barak 
said that “such an exchange makes demographic 
sense and is not inconceivable” (though he cau- 
tioned that it “could only be done by agreement”). 
Indeed, underlying this idea is a principle that has 
long been championed by the left and is today 
supported by a majority of Israelis: the concept of 
two states for two peoples. 

The Triangle region has an Arab population of 
some 300,000; another 275,000 Arabs reside in 
East Jerusalem. Together these two areas cover 
about 3 percent of Israels territory but are home 
to more than a third of Israel’s 1.5 million Arabs. 
By redrawing the frontier between Israel and 
the West Bank to place the Triangle and East 
Jerusalem's Arab neighborhoods under Palestinian 
sovereignty, the Jewish proportion of the Israeli 
population would increase from the current 79 
percent to 87 percent. l 

Under this scenario, the Jewish share of the 
population would remain well above 80 percent 
into the 2030s and beyond. Concern about Israels 
demographic composition would be postponed 
to a distant future, by which time the respective 
growth rates of the Jewish and Arab populations 
may well have converged. 

True, the Triangles Arab residents have not 
greeted this proposal warmly. Israeli Arabs know 
that becoming citizens of a Palestinian state would 
involve a trade-off: Gains in national identity 
would likely be accompanied by losses in civil 
liberties, democratic rights, and standards of liv- 
ing. As a result, many Arabs see their better option 
as remaining Israeli citizens while fighting for a 
separate identity within Israel—and, for some, 
demanding an alteration of the core identity of the 
Jewish state. But this is also a recipe for heightened 
tensions and ongoing strife within Israeli society. 
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The vexing question of the right of return of 
the Palestinian refugees of 1948-49—which UN 
Resolution 194 binds to the willingness to live 
in peace with Israeli neighbors—would find an 
accommodation in the Palestinian state and in 
resettlement with economic compensation. Israel, 
too, should accept a certain quota of returnees 
that would not upset the ethnic balance of the 
Jewish state. Division along ethno-religious lines, 
possibly: followed by economic cooperation, was 
the right solution back in 1947, and it still might 
be the only viable one now. 

As for the status of Jerusalem, a frequently 
mentioned solution would be partition, allo- 
cating the Jewish neighborhoods to the state 
of Israel and the Arab neighborhoods to the 
Palestinian state. A better solution—if it were 
feasible—would be the further creation of a 
Greater Jerusalem Authority with local autono- 
mies for Jewish and Palestinian neighborhoods, 
and a joint Israeli-Palestinian Authority for the 
governance of holy sites or perhaps Jerusalem’s 
entire walled Old City. 


A JEWISH DEMOCRACY 

Provided that civil rights are granted equal- 
ly to all citizens, there does not need to be 
a contradiction between a cultural-national 
definition of society (incorporating symbolism, 
language, and institutional values and connota- 
tions reflective of Jewish history and memory) 
and the fully functioning operation of democ- 
racy. The vast majority of countries operate 
like this. While the United States is perhaps an 
important exception to this rule, many nations 
with the reputation of liberal and enlightened 
democracies are constitutionally defined in 
quite particularistic terms. 

Indeed, many if not most contemporary demo- 
cratic constitutions define binding normative 
standards regarding the state's religion, ethnic ori- 
gin, and national language. This is true in Europe, 
and it quite explicitly applies to the Islamic iden- 
tity of most Muslim countries. In this respect, 
Israel is hardly exceptional. However, if one wants 
a country to be Jewish, speaking Hebrew, and 
conforming to certain narratives and traditions, a 
certain threshold of the population may actually 
need to be Jewish. a 


““Success’ in Baghdad may include a Shiite-dominated government relatively 
friendly to Tehran, an outcome that the Americans are oll trying to avoid but 
that they may, ultimately have to accept.” 





RN 


E 





Iraq Struggles to Govern Itself 


DANIEL SERWER ~ 


Wo“ he political situation in Baghdad remains 
T. limbo more than eight months after 
national elections that, while they signaled 
change, also denied any of the country’s four 
main coalitions an unequivocal mandate to lead 
the government. The delay now amounts to an 
extraordinary one by any standard.. It has left a 
“caretaker” government in charge of a nation still 
struggling to emerge from the virtual civil war of 
2006-2007, even as US troops draw down, with 
plans to exit by the end of next year. 

Iraq is engaged in the political equivalent 
of sumo wrestling. After appeals and recounts, 
the certified results of the March 2010 elections 
showed the “Iraqiya” slate got 91 seats in the 
parliament, while “State of Law” got 89. Each 
of their leaders—respectively, the former prime 
minister Ayad Allawi and the current prime min- 
ister Nuri Kamal al-Maliki—claims the right to 
form a government and act as prime minister. 
The Iraqi parliament has 325 seats; 163 consti- 
tute a majority. 

During visits in July and August, US. Ales 
President Joseph Biden tried to referee the match, 
with the objective of getting the two heavyweights 
to stop wrestling and join together to form a new 
government, a formula Washington prefers. So far, 
these efforts have not borne fruit. 

More recently, Maliki has gained support from 
the Sadrists, a vigorously anti-American Shiite 
Muslim faction, pushing Allawi to the very edge 
of the circle. And the country’s Supreme Court has 
decided that the parliament, rather than remain- 


ing in suspension, must proceed with electing a l 
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speaker, a move that could accelerate what has 
been a glacially slow process of Boverament: for- 
mation. 


IT’S COMPLICATED 

Maliki bases his claim to the prime ministry on 
his postelectoral agreement with the Iraqi National 
Alliance (INA), a coalition of mostly Shiite Islamist 
parties—only part of which, however; seems to 
have genuinely endorsed him for prime minister. 
As of early November, he could rely on about 130 
seats, as long as he held the support of the follow- 
ers of Moktada al-Sadr, whose faction of the INA 
won the lion’s share of that coalition’s seats (40). 
Maliki also points to the more than 600,000 votes 
he won in Baghdad, which helped make him the 
largest single vote-getter in the country. 

With all the problems Iraq faces, Maliki asks, 
why cause further delay by allowing a group like 
Iraqiya to form a government with only 91 seats in 
the parliament? If the Americans want to get their 
troops out of Iraq according to their timetable (by 
the end of 2011) and leave it in relatively stable 
condition, is it not best to keep Maliki in place? 
Who better to face down the Iranians than a Shiite 
prime minister who is not in their pocket? Why 
infuriate the Iranians by installing a prime min- 
ister (Allawi) who they believe is a Saudi stooge? 

Allawi bases his claim to the prime minister's 
office on the election results, which include his 
party’s narrow lead in parliamentary seats and a 
massive vote for change, as 80 percent of the pre- 
vious parliament members lost their seats. Allawi 
continues to court the 30 or so INA votes that are 
not committed to Maliki. 

Why, Allawi asks, should Iraq not learn that 
alternation in power is part of the democratic 
game? How can Iraq be a democracy if the same 
prime minister is installed, with more or less the 
same majority coalition, despite such a dramatic 


vote for change? Why should voters, especially 
Sunni Muslims who strongly supported Allawi, 
bother to go to the polls in the future if their votes 
have no impact? How can Iraq: remain a democ- 
racy if Maliki continues to strengthen his hold on 
security forces and other levers of power? 

As of early November, Maliki’s postelectoral 
alliance was shaky, but he remained in the prime 
ministers chair due to the advantages of incum- 
bency, and with no parliament to provide over- 
sight until the difficult business of installing a 
new prime minister was completed. Allawi had 
asserted that the constitution required formation 
of a government within 30 days of the convening 
of the parliament, which occurred on June 14, but 
Maliki rejected this claim, and many such dead- 
lines have been ignored in Iraq. 

In a similar situation in the American system, 
the executive branch would eventually run out of 
money and require a vote for appropriations in 
Congress, but the Iraqis seem to be running on 
the assumption that the government can continue 
to spend at previous levels indefinitely. And even 
though the Supreme Court has 
now weighed in, it remains 
unclear whether the parlia- 
ment will follow the courts 
instructions to convene and 
elect a speaker. 








The issue is the same one that 
dominates a junior high 
school dance: Who leads? 
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ance and included Sunnis only as an afterthought. 
Kurdish support for Allawi would only put him 
over the top if he wins over ‘the non-Sadrist por- 
tions of the INA, which are not (at léast yet) fully 
committed to Maliki as prime: ‘minister. . 

Widening the aperture a bit more: Allawi 
enjoys support, from Iraq’s Arab neighbors and: 
from Turkey, for his mostly Sunni slate. Iran 
supports the overwhelmingly Shiite INA and 
pressured Maliki into making the postelectoral 
agreement with that coalition. But Tehran is hesi- 
tant about Maliki, who in 2008 led Iraqi security 
forces in their successful fight against Sadr, the 
Iranian-influenced (if not Iranian-controlled) 
leader of the biggest part of the INA. And neither - 
Allawi nor Maliki can govern effectively with- . 
out some Sunni support, most of which is to be 
found in Allawi'’s group. 

Although it is not official policy, many 
Americans who follow Iraq prefer Allawi because 
he is secular (albeit Shiite) and would reflect the 
electoral mandate for “change.” But they would 
be glad to see Maliki and Allawi govern together, 

especially if such an arrange- 

ment meant marginalizing 
the more extreme parts of the 
` Shiite Islamist INA as well as 
its Iranian backers. No one, 
however, can figure out how 





If one widens the aper- 
ture a bit, things get even 
more complicated. It is generally assumed that 
the speaker of the parliament, the president, 
and the prime minister will be elected as a pre- 
agreed “package”; the president has to be elected 
by two-thirds, or 217 votes, but only on the 
first ballot. Representatives of the Kurds—deter- 
mined to remain together as a bloc—can provide 
the necessary margin. But they do not like some 
of the people on Allawi’s slate, and they do not 
like Maliki. Meanwhile, they know that either 
one—or some third choice—will have to bring 
them into the parliamentary majority sooner or 
later, so they need not rush to choose sides. 


COURTING THE KURDS 
Now that the Sadrists are supporting Maliki, 





to give both of them jobs that 
- they would accept. Personal 
relations between Maliki and Allawi have never 
been good. Today, it would be an understatement 
to describe their relations as strained. 

Both men want to be prime minister. Neither 
wants the presidency. (In any case, the Kurds have 
already laid claim to the presidency for incumbent 
Jalal Talabani, despite the fact that the presidency 
loses its veto power in the next parliament and 
will therefore be weakened.) Neither Maliki nor 
Allawi will take the speaker’s job, which is more 
important than the presidency but less important 
than the prime ministry. 

Maliki insists on the prime ministers job for 
himself. Allawi accepts the notion that someone 
other than himself might be prime minister, as 
long as it is not Maliki or, according to some, 


definitively giving him the inside track, both he 
and Allawi are assiduously courting the Kurds, 
who have gladly fallen into the position of king- 
maker. If the Kurds back Maliki, the government 
formed will be eerily similar to the one established 
in 2005, which was based on a Kurdish-Shiite alli- 


someone from Malikis Dawa Party. heepnt Rs. 
serious compromise candidate on the7hStizon.- ACES, 
the moment is Adel Abdul Mahdi, . cet a vice ` K 
president and member of the INA Wh ie: scar 
favorite of both the Americans a 
If Allawi throws his support to 
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chance of winning over the INA (or most of it) and 
topping up a government with the Kurds. 


WHAT EVERYONE KNOWS 

Beyond the details lies an irony: Everyone 
knows, more or less, what the eventual govern- 
ment will look like. Come 2011, Iraq will most 
likely have a broad coalition government, one 
that will probably include at least three if not four 
of the main political alliances, as well as several 
smaller ones. Everyone agrees that no government 
can be formed without substantial Sunni, Shiite, 
and Kurdish participation. 

Thus, whatever government emerges is unlike- 
ly to have a coherent program, beyond a commit- 
ment to democracy, prosperity, the fight against 
corruption, and other eternal verities. No smaller, 
more compact, and coherent government would 
include sufficient representation from the larg- 
est sectarian and ethnic groups. Everyone also 
knows that the parliamentary opposition will be 
weak and ineffective, while the majority will be 
large and likely also ineffective. Indeed the parlia- 
ment may not be much of a counterweight to the 
increasingly powerful executive. 

The main issue is not the eventual outcome, 
which like December's climate is more predictable 
than tomorrow’s weather. The issue is the same 
one that dominates a junior high school dance: 
Who leads? “Negotiations” occur every day in 
Baghdad. In endless rounds of meetings Allawi 
and Maliki try to chip away at the other's voting 
bloc or win the Kurds over, or get the Iranians, 
Americans, Arabs, or Turks to exert pressure here 
or there. Maliki in October undertook a tour of 
neighboring capitals to try to bolster his chances. 

Yet it all looks suspiciously like spinning 
wheels, with only enough traction gained at the 
moment to suggest that the vehicle of state may 
be sliding in Maliki’s direction. It will likely be 
close to the end of the year before a broad, weak 
government emerges from this commotion. All 
Maliki really needs at this point is to co-opt a few 
of Allawi’s Sunni supporters. 

Maliki’s prospects for success may depend at 
least in part on his willingness to accept some limits 
on the prime ministers powers. Maliki, originally 
chosen as prime minister because his small Dawa 
- Party appeared not to threaten the larger political 
forces in the coalition formed in 2005, has proved 
adept at gaining control over security forces—he is 
said to appoint personally even lower-level com- 
manders—and using them to his advantage. 


Maliki’s daring 2008 attacks on the Sadrists, 
first in Basra and subsequently in Sadr City 
(Baghdad), not only gained him some credit as 
a nonsectarian, but also put him in a politically 
commanding position. Yet, just for this reason, 
the Sadrists will be first among those arguing for 
limits on the prime minister’s powers. 

They will not be alone. Virtually all of Iraq's 
political forces other than Dawa would now 
like to see Maliki’s powérs reduced significantly. 
The October 2010 WikiLeaks release of almost 
400,000 US military documents, some of which 
report abuses by the Iraqi security forces under 
Maliki’s command, caught the prime minister on 
the wrong foot, though he quickly countered that 
his government would use the documents to pros- 
ecute abuses by foreigners. Proposals to reduce 
the prime ministers powers include some sort 
of national security council that-would constrain 
his freedom of action. However, a similar council 
created in 2005 has achieved little in this regard. - 

A stronger presidency is another possibility— 
especially if Allawi agrees to occupy the office, 
pushing Talabani aside and leaving the Kurds 
to take the speaker's position in the parliament. 
One way or another, there will be an attempt to 
constrain Maliki’s powers if he is returned to the 
prime ministry; it is less clear how much success 
any such attempt is likely to have. 


LOOMING CHALLENGES 

While the wrestlers continue their long bout, 
with Allawi being pushed ever closer to the edge 
of the circle, several problems that confront Iraq 
are becoming more acute. The next government 
will need to resolve complex Kurdish-Arab dis- 
putes over territory and oil. It will also face a 
growing challenge from the Sunni population, 
which regards itself as marginalized, and which 
will feel even more so if Maliki returns to the 
prime ministry without Allawi and his coalition. 

The Kurdish-Arab disputes over territory range 
along an arc beginning on the Syrian border in the 
west, peaking near Mosul, and extending south 
through Kirkuk to the border of Diyala province 
with Iran. The Kurdistan Regional Government's 
political structure and authority are clearly -out- 
lined in the current Iraqi constitution, but the 
physical boundaries of Kurdistan are not. 

Kurdish claims, included in Kurdistan’s most 
recent draft constitution, are extensive. The most 
neuralgic point is Kirkuk, a city that once had a 
Turkmen majority embedded in a province with 


a Kurdish plurality, but both the city and the 
province—rich in oil resources—were partially 
Arabized during the Saddam Hussein dictatorship. 

The Iraqi constitution provides for the Kirkuk 
dispute to be settled by a referendum once the 
situation is “normalized.” This provision was 
intended to mean that people displaced during 
Hussein's reign should return, and the Arabs who 
moved into their homes should move out. The 

_ deadline for the referendum is long past, normal- 
ization has not been completed, and there is no 
agreement on.exactly what issues the referendum 
should involve. 

The Kurdish militia (peshmerga) and Iraqi army 
forces are lined up all along the arc of disputed 
internal boundaries, with American forces help- 
ing to institute joint checkpoints and patrols. 
But those Americans are slated to be withdrawn 
during the next year, opening up the potential 
for clashes, whether inténtional or unintentional. 
The Kurds would of course like a serious commit- 
ment to fulfilling the constitution’s provisions and 
holding the referendum before the formation of 
the new government. Similar 
commitments in the past have 
not been sufficient to get the 
job done. 

Another looming problem 
is the “Awakening,” the most- 
ly Sunni tribal forces that took 
up arms against Al Qaeda in 
„Iraq starting in 2006 and that were largely respon- 
sible for the success of President George W. Bush's 
“surge.” They split during the March 2010 elec- 
tions, with some joining Allawi, others Maliki, 
and some running on their own. They did not do 
brilliantly well in any of those configurations, and 
in the meantime Maliki has continued to crack 
down on at least some of their leadership. 

The result is substantial attrition, with some 
of the cadres appearing to return to insurgency, 
whether via Al Qaeda or in a more nationalist 
form. Maliki no doubt feels in better shape to 
repress this insurgency than past ones, but doing 
so will further alienate a Sunni population that is 
not seeing much return on its decision to partici- 
pate in the electoral process. 


A DISTASTEFUL RESULT? 

What does all this tell us about Iraq’s fledg- 
ling democracy? First, it looks much like other 
parliamentary democracies whose electorates are 
fragmented. Even in highly developed democra- 





Neither Allawi nor Maliki can 
govern effectively without 
` Some Sunni support. 
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cies, negotiations over government formation can 
easily take months. The Dutch and the Italians, 
however, can draw on decades of experience in 
such undertakings. The Iraqis. are doing this for 
only the second time since the fall of Hussein. 

Many of the arguments that the Iraqi factions 
are advancing to buttress their claims for power— 
regarding the number of votes they received or 
seats they won, this or that constitutional provi- 
sion, opinions of the courts or of the electoral 
commission, and pacts among the political coali- 
tions—are notably democratic or at least involve 
institutional measuring sticks, and many factions 
would not have advanced such arguments five 
years ago. At that time, the Sunnis had boycotted 
elections and demanded revision to the constitu- 
tion. While many still want constitutional amend- 
ments, this time the Sunnis were very much part 
of the electoral process. i Paice 

. The Iraqi electorate in both th -March elections 
and provincial elections in Jantiary 2009. shifted 
away from established sectarian‘and‘ethnic parties, 
but ethnicity and sect are still ‘powerful forces in 

Iraqi politics. The most impor- 
tant differences between recent 
results and those from five 
years earlier were, first, that 
this time Sunnis voted heavily 
. for a non-Islamist slate led by 
a secular Shiite who appealed 
across sectarian lines, and sec- 
ond, that Shiites were not united. But the bulk of 
Sunni votes still went to one coalition, and the bulk 
of Shiite votes to two other, predominantly Shiite 
coalitions. This is certainly identity politics. 

Then again, identity politics is a lot better than 
civil war, an eventuality that in Iraq still cannot be 
ruled out. Identity politics is also, paradoxically, a 
barrier to dictatorship: Where would a resurrected 
Saddam Hussein find the unified security forces 
required to impose his will on the entire country? 
Maliki is strong, but nowhere near that strong. 

External forces are still buffeting Iraq’s politics, 
threatening to make the country a battlefield for 
broader Sunni-Shiite and Arab-Kurdish-Turkish 
confrontations. The United States, oddly, is among 
the least resented of the external forces: Shiites and 
Sunnis both want American protection from each 
other, as do the Kurds from the Arabs. Right now, 
the Americans are trying hard to convince the Kurds 
not to support Maliki’s alliance with the Sadrists, 
which Washington sees as a threat to US interests. 
The Americans are, however, focused mainly on 
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continuing their drawdown, which by September 
1 had resulted in the number of US troops falling 
below 50,000. As US troops become less and less 
visible, they are more and more appreciated. 

As things stand now, it seems possible that a 
substantial winner in Iraq’s process of government 
formation will turn out to be Tehran, particularly 
if the process produces a Shiite-Kurdish coalition 
that includes only a few Sunni allies cherry-picked 
from Allawi’s coalition or from smaller political 
groups. This would provide Tehran the Shiite alli- 
ance that it unsuccessfully tried to engineer before 
the elections and leave the Sunnis in a distinctly 
secondary position. 

Tehran might still find itself surprised by the 
Iraqi nationalist tendencies of both Maliki and the 
Sadrists, but it would certainly find such a gov- 
ernment more to its liking than one with Allawi's 
strong participation. The Americans might find 
such a government distasteful, but there is not 
much they can do about it if that is the direction 
in which the Iraqi state slides. 


MIXED SUCCESS 

Americans in general and the Barack Obama 
administration in particular are determined to 
keep to the drawdown schedule. Nothing hap- 
pening on the Iraqi political scene seems likely to 
endanger that goal. The horrific acts of violence 
that occur on a more or less weekly basis are not 
having the political impact that they did three 
years ago, largely because all the major groups 
have joined the political process and are deter- 
mined to control the violence. 

A tougher question concerns the American 
presence after the end of 2011. Current agree- 
ments call for all US forces to depart the coun- 
try completely, but it is widely assumed in both 
Washington and Baghdad that the next Iraqi gov- 
ernment may want major military assistance, if 
only because the Iraqi navy and air force are still 
in a rudimentary state. Asking for such assistance 
and approving the agreement will be difficult for 
whoever holds power in Baghdad. It will be all the 
more difficult if the Sadrists have a weighty role in 
the next government. 

How weighty their role will be is still unclear, 
but the Americans will more than likely find Sadr’s 
people in the next government rather than out- 
side it. The Sadrists played a smart electoral game 
and won most of the INA votes in the parliament. 
They will want to reap some rewards. Across the 
political spectrum, the Iraqi leadership agrees that 


it is better to have them in the tent than outside 
it. Washington will need to come to terms with 
the Sadrists’ return to government, where they 
have previously shown a penchant for using state 
resources to strengthen their political base. But 
what else is new in politics? 

The more important question for the United 
States is whether the next Iraqi government will 
be heavily influenced by Iran. A government that 
emerges out of either an Iraqiya-Maliki alliance 
or an Iraqiya-INA alliance is more likely to resist 
Iranian influence than one emerging out of a 
Maliki-INA alliance. 

In other words, Washington has a real interest 
in keeping Iraqiya in a lead role, an interest that is 
best pursued quietly but firmly. The current skid 
seems to be in the opposite direction, but that is 
the thing about skidding: It does not take much 
to wind up in a place quite different from the one 
toward which you thought you were headed. 

Whichever direction Iraq ends up taking, the 
emerging state is starting to look like other par- 
liamentary democracies—measuring itself with 
democratic yardsticks, and paying at least a 
modicum of attention to court decisions. Internal 
sectarian and ethnic frictions remain strong, but 
they are being worked out at least partly through 
politics. Meanwhile, all sides must: contend with 
neighbors who will not leave the country alone. 

This is far from the Bush administration's idea 
of a beacon of democracy, but it may be some- 
thing the Obama administration will want to call 
a foreign policy success, provided the security 
situation holds. This, anyway, has been the admin- 
istration’s inclination in recent months. 

“Success” in Baghdad may include a Shiite- 
dominated government relatively friendly to 
Tehran, an outcome that the Americans are still 
trying to avoid but that they may ultimately 
have to accept. In fact, this is nothing new: The 
Bush administration found itself befriending the 
Supreme Council for the Islamic Revolution in 
Iraq (SCIRI), the Shiite group that was dominant in 
the immediate post-Hussein period, even though 
SCIRI had been founded in Iran. 

Managing the relationship with the new gov- 
ernment, and in particular with the Sadrists, will 
pose significant diplomatic challenges, especially 
if the issue of Iran’s nuclear ambitions remains 
unresolved. It is time the Americans developed 
a more normal dialogue with the Sadrists, who 
appear to have become an indispensable fixture 
on the Iraqi political horizon. a 
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Fragile State: Yemen in Conflict 


LUCAS WINTER 


ince 2004, the Yemeni government has areas weak and divided. The Houthis represent 
C pees attempted to put down by a real challenge to the way the center rules the 

force a growing rebellion in the country’s periphery in northern Yemen and in the nation as 
northern highlands. The conflict initially pitted a whole. This should not be taken to mean that 
the government against a small group of religious the rebels seek to take over the country, but rather 
revivalists, the Houthis, in the province of Saada. that the emergence and resilience of the violence 
But it has since expanded to neighboring prov- are symptomatic of deeper problems in the way 
inces and has drawn in previously uninvolved the central government has maintained control 
parties, including the Saudi Arabian military. over Saada province and other tribal regions. 


The conflict is often referred to as a “Shiite 
rebellion,” but this description misses the fact BIRTH OF A MOVEMENT 





that Yemen's Shiites, who represent around 40 The -history of the modern Zaydi revival- 
percent of the population, are in fact adherents of ist movement—which at first called itself the 
Zaydism, a small branch of Shiite Islam endemic Believing Youth (al-Shabab al-Mu’min), and then 
to Yemen. Calling the conflict a “Zaydi rebellion” came to be called the Houthis—can be organized 
may be more accurate; but this label presumes a around two major political events. One, Yemeni 
single, fixed Zaydi identity, and thus is mislead- unification, was domestic; the other, the Iraq War 
ing too: Yemeni President Ali Abdullah Saleh and that began in 2003, was regional. 
much of his inner circle, as well as many critics of The 1990 unification of the Yemen Arab 
the Houthis, are at least nominally Zaydi as well. Republic (North Yemen, whose rule in the nine- 
Other descriptions of the conflict empha- teenth century had been divided by imams and 
size regional politics, framing it as a proxy war the Ottoman Empire) and the People’s Democratic 
between Iran and Saudi Arabia. The Saudis’ Republic of Yemen (South Yemen, which had once 
direct involvement and their support for the been under British control) resulted in a new 
Yemeni government give some credence to this constitution that guaranteed freedom of speech 
explanation. Yemeni government accusations of and association. This allowed groups such as the 
Iranian involvement—though still unofficial— Believing Youth (BY) to arise. 
have become more forceful, boosting the odds that By 2003, as war in Iraq began to appear inevi- 
the conflict could develop into a true proxy war. table, the BY was mirroring two trends that were 
However, while foreign influences play an impor- also growing elsewhere in the region: opposi- 
tant role in sustaining the conflict, they are not its tion to US intervention, and Shiite assertiveness. 
main driver. Emboldened by popular hostility toward the Iraq 
The conflict in fact is rooted primarily in War and by the reassertion of religious identity in 
domestic politics. It is a result of long-standing Iraq, the BY refused to muzzle its anti-American 
government policies dim at keeping the tribal sloganeering and began openly defying govern- 
: ; ment authority in Saada provincė. In the summer 
Lucas WINTER is an analyst with the US Army’s Foreign Mil- of 2004, the Yemeni government, unable to co-opt 
itary Studies Office. The views expressed here are the author’s the movement and wary of losing: support’ from 
alone and do not necessarily represent the policies or posi- f , , 
tions of the US Army, the Department of Defense, or the US regional and international backers, attempted to 
government. put down the movement by force. 
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Zaydism actually had been the state religion 
in Yemen for more than 1,000 years, until 1962. 
The government was organized as an imamate 
that limited rule to sayyids (descendants of the 
Prophet Muhammad, through his grandchildren 
Hassan and Hussein) who fulfilled certain condi- 
tions. Yemen’s longtime capital was in the northern 
province of Saada; the present capital of Sanaa only 

= gained that status in the 1700s. The relocation of 

sthe capital was followed by a “Sunnification” trend 
that gave non-sayyids a greater voice in shaping 
Zaydi doctrine. Political power, however, remained 
centered around the sayyid imam. 

In 1962, military leaders inspired by Egypt's Free 
Officers Movement seized power in North Yemen 
and declared an end to the imamate, replacing it 
with a constitutional republic. Supporters of the 
imamate (royalists) in Saada province rebelled, 
and with support from Saudi Arabia held out for a 
number of years against Egyptian troops (sent to 
support the Yemeni coup) and Egyptian-backed 
republican forces. 

The .rise to power of the current E 
Saleh, in 1978 cemented the decline of sayyid 
influence, for although he is Zaydi he is not from 
a sayyid family. By the 1980s, Yemen's erstwhile 
cultural and political capital of Saada had become 
peripheral to the nation’s political life and was 
largely excluded from the governments modest 
development and modernization program. 

The influence of Zaydism was further eroded 
by the influx of Sunni Wahhabi ideas from neigh- 
boring Saudi Arabia that began in the 1980s and 
expanded in 1990. In that year, some three quar- 
ters of a million Yemenis working in Saudi Arabia 
were deported by that country as a result of tacit 
Yemeni government support for Iraq in the first 
Gulf war. Many of the returning Yemenis had 
acquired Wahhabi—or, more generally speaking, 
Salafi—sympathies or practices while living in 

—Saudi Arabia. 

Salafism advocates a return to the pure faith 
of early Islam. Clear and logical in its doctrine, 
it communicates an egalitarian message that was 
well received by many opposed to Zaydism’s 
sayyid exceptionalism; meanwhile, its political 
quietism and obedience were appealing to the 
Yemeni government. The expansion of Salafism 
into the Zaydi heartland and its open hostility 
toward other forms of Islam (including Shiite 
Islam and Zaydism) were important factors in 
motivating and radicalizing the Zaydi revivalism 
of the 1990s. 


The BY began as summer study sessions at 
which willing youths were taught various aspects 
of Zaydi doctrine. The group, initially operating 
from a small classroom on the outskirts of Saada 
city, within a few years had established centers 
in all districts of Saada as well as in neighbor- 
ing provinces. As the group grew, it bolstered 
its religious and political credentials by bringing 
prominent Zaydi figures into its administrative 
council. Soon, however, internal disagreements 
arose regarding the study centers’ curriculum and 
goals, eventually causing the group to split into a 
liberal and a conservative wing. The latter, aligned 
with the prominent sayyid scholar Badr al-Din al- 
Houthi, retained control over most centers. 

‘By the end of the 1990s, Badr al-Din al-Houthi’s 
son Hussein had become the main figure in the 
BY. He was elected in 1994 as one of only two 
members of parliament from the Zaydi party Hizb 
al-Haqq, but he quit politics a few years later 
and moved to Sudan to earn a master’s degree 
in Koranic studies. Upon returning to Yemen in 
2000, he began giving lectures that were delivered 
in plain language and disseminated in recorded 
and printed form at BY centers. 

Hussein al-Houthi, described as charismatic, 
thoughtful, and able to connect with the marginal- 
ized residents of Saada province, acquired a loyal 
group of followers. His thought—a mix of nation- 
alism, traditional Zaydism, and pan-Islamism— 
addressed local social and economic concerns with 
references both to the Koran and to current events. 
Although Houthi was critical of conditions in 
Yemen, he did not directly attack the government. 


A SLOGAN TO LIVE BY 

In 2002, the BY accepted Houthi’s proposal to 
adopt as its official slogan “Allahu Akbar! Death 
to America! Death to Israel! Curse the Jews! 
Victory for Islam!” In January 2003 President 
Saleh, en route to the Hajj in Mecca, made a stop- 
over in Saada for Friday prayers. There, chants of 
this slogan drowned out his attempts to address 
assembled worshippers. Despite the provincial 
government's prohibition of the slogans use, 
Houthi’s followers subsequently chanted it in the 
presence of the American ambassador, prompting 
him to raise the issue with the Yemeni authorities. 

The sloganeering came at a time when the 
Yemeni government faced tense protests denounc- 
ing the impending war in Iraq. A March 2003 
demonstration, at which some in the crowd were 
chanting “Death to America,” resulted in two 


deaths and various injuries. The Yemeni president 
himself criticized US policy in public, but he was 
reluctant to allow such opinions to be voiced by 
others—especially after April 2003, when indi- 
viduals suspected of responsibility for the October 
2000 bombing of the U9 Cole . escaped from 
Yemeni custody. 

When the slogan reached the capital, the central 
government reacted forcefully. On June 18, 2004, 
hundreds of people were detained for chanting the 
slogan outside the Great Mosque of Sanaa follow- 
ing Friday prayers. Houthi was ordered to appear 
before the president within 24 hours. When he 
failed to do so, security services were sent to 
Saada to arrest him—only to be ambushed when 
attempting to enter the province’s Haydan district. 
On June 20, Saleh ordered airstrikes against pur- 
ported Houthi strongholds in the district. 

For nearly three months, Houthi and a group 
of his hard-core followers held out against over- 
whelming military force. Houthi, eventually iso- 
lated in the mountains of western Saada province, 
was killed in September of 2004, and this ended 
the first round of fighting. 
Major crackdowns on his 
sympathizers ensued, and 
Houthi’s father (Badr al-Din 
al-Houthi) was summoned 
to the capital and placed 





Politics on the Arabian peninsula is 
becoming increasingly polarized 
between Saudi Arabia and Iran. 
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in the conflict. This can been seen, for example, 
in the BY slogan: Besides indicating admiration 
for the Iranian Revolution (a source of similar. 
slogans), it also reflected concern about perceived 
external threats represented by America and Israel. 
The prominence that the slogan attained, as well 
as the government's crackdown against it, cannot 
be disassociated from regional events, particularly 
the Iraq War. The quick overthrow of the Iraqi 
government in 2003 and that country’s ensuing 
sectarian tensions heightened the Saleh govern- 
ments concerns about overt anti-Americanism 
and Shiite assertiveness. 

Also, Hussein al-Houthi’s lectures often men- 
tioned foreign plots to take over Yemen and weak- 
en the Muslim community. When the government 
first launched attacks against Houthi strongholds 
in 2004, Houthi saw this as part of a conspiracy 
originating from abroad, and sent the president a 
letter informing him of this belief. 

As fighting expanded, the Yemeni govern- 
ment began losing control over parts of Saada. 
In 2009, heavy fighting erupted along the border 
with Saudi Arabia. Riyadh 
grew concerned about insta- 
bility along its border, and 
also about the effect that 
Houthi control of this area 
might have on its own Shiite 





under virtual house ‘arrest. 
Some months later, the 
elderly Houthi left the capital, and a second round 
of clashes broke out in Saada soon thereafter. 

The conflict has yet to be conclusively resolved; 
periodic cease-fires have been marred by intermit- 
tent skirmishes and mutual recriminations. The 
scope and intensity of the conflict have increased 
with each successive iteration, and various. groups 
with grievances: unrelated to the initial clashes 
have gotten involved. 

The sixth, most recent round of fighting began 
in August 2009, when the government announced 
a scorched-earth policy and vowed to fight until 
the Houthi problem was definitively resolved. In 
February 2010, however, following Saudi military 
intervention—and with more than 150,000 Yemeni 
citizens having been displaced over six months 
of fighting—the government announced: another 
cease-fire, without having achieved its stated goals. 


RIYADH AND TEHRAN 
From the outset, worries about foreign influ- 
ence in Yemeni affairs have figured prominently 





(though not Zaydi) popu- 
; lation living not far from 
Saada province. 

The Houthis did not initially view Saudi Arabia 
as their main foreign threat, but as the conflict has 
evolved—and particularly following Saudi mili- 
tary intervention—the Houthis have increasingly 
highlighted the Saudi role. They have criticized 
the Saudi regime both for providing the cash- 
strapped Saleh government with aid to fight the 
rebellion and for what: they see as the kingdom's 
sectarian agenda of spreading Wahhabism in the 
Zaydi heartland. 

The Yemeni government, for its part, has from 
the beginning hinted that foreign Shiite groups 
were using the Houthis to spread their influence. 
These accusations, particularly those directed at 
Iran, became especially pointed once the Saudi 
government (a major rival of Tehran in the region) 
became more deeply involved. On November 
3, 2009, on the eve of Saudi military interven- 
tion in Yemen, the Saudi-owned satellite ArabSat 
unexpectedly stopped transmitting the Iranian 
Arabic-language news channel Al Alam. ArabSat 
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cited contractual breaches for the decision, but Al 
Alam’s strong criticisms of Saudi policy, particu- 
larly regarding the conflict in Yemen, were more 
likely behind the decision. 

For the most part, however, the Yemeni gov- 
ernment has strived to maintain friendly relations 
with Iran, and has always qualified as unofficial 
the allegations of Iranian support for the Houthis. 
The government, whether out of genuine concern 
or because of Saudi pressure, claimed in October 
2009 that it had intercepted an Iranian ship in 
Yemeni waters, laden with weapons destined for 
the Houthis. Iran and the Houthis were both 
quick to deny the allegation. A planned visit by 
the Iranian foreign minister was subsequently 
cancelled due to Saleh’s “concerns.” It is clear 
that Iran’s political class and media support the 
Houthis, but charges of official material support 
have yet to be fully substantiated. 


TENSIONS IN THE FAITH 

The extent to which outside countries are 
involved in the Yemeni conflict is wrapped up 
with one of Zaydism’s characteristic features—the 
tension between its doctrinal flexibility (it is often 
called “Shiite Sunnism” or “Sunni Shiism”) and its 
historical origins as an armed resistance against 
injustice. Zayd bin Ali, the founder of Zaydism, 
took up arms against the ruling Umayyad dynasty 
and in the year 740 was killed in battle. His com- 
bination of religious erudition and battle skill 
would later develop into requirements of poten- 
tial Zaydi imams. The uprising he led would also 
become codified in the Zaydi notion of khuruj 
(publicly rising up against an unjust ruler), a duty 
incumbent on all prospective imams. 

The 1990s split within the Believing Youth 
was symptomatic of interpretive disagreement 
among some of Zaydism’s most prominent voic- 
es. Conservative Zaydi doctrine, with the imam- 
ate as the chosen form of government and the 
requirement to rise up against injustice, does not 
square well with contemporary Yemen, which at 
least in theory is a democratic republic. Because 
of this, many Zaydi scholars sought ways to 
make some of the branch’s more stringent tenets 
compatible with Yemen's post-1962 reality. 

For instance, khuruj, which is to be carried 
out by force, was reinterpreted by some in the 
1990s as something that takes place at the ballot 
box. Although some accepted that the doctrine 
of the imamate should be given up in favor of 
democracy, thinkers of a more traditional bent— 


including Badr al-Din al-Houthi—held that the 
doctrine can be interpreted to fit into moder- 
nity instead of being abandoned. To them, fully 
renouncing the imamate would be tantamount 
to abandoning Zaydism. Their critics, however, 
regard this view as an indication that the Houthis 
oppose democracy and intend to restore the 
imamate. 

Given the liberal form of Zaydism practiced by 
most Yemenis, some have characterized Houthi 
unwillingness to make concessions on certain 
conservative tenets as further indication of their 
subservience to a foreign agenda. These detractors 
emphasize the Houthis’ connection to an early 
branch of Zaydism (Jarudiyya) that is historically 
linked to Imamism (the most prevalent branch 
of Shiite Islam—practiced in Iran, Iraq, Lebanon, 
and parts of the Arabian Gulf). 

The critics also point to specific religious 
practices, carried out by Imamists and revived 
in Yemen by the Houthis, to suggest both 
intransigence and Imamist tendencies among the 
Houthis. In addition, they mention visits to Iran 
made by members of the By, the Houthis’ inter- 
est in Imami thought, and their sloganeering. 
As a result, the language of sectarianism and of 
Sunni-Shiite competition has become prevalent 
in explaining the conflict. 

Many in the moderate branch that split from 
the BY in the mid-1990s have sided with the 
government against the Houthis. This, combined 
with the Houthi.belief that the Saleh regime is 
complicit in spreading Wahhabism, lends sup- 
port to the idea that some in their ranks believe 
that the future of Zaydism is at stake in this 
conflict. Although the violence has drawn in 
many actors who have no firm ideological com- 
mitment to either side, the Houthi hard. core 
likely see their project as Zaydism’s last stand. 
Moderate Zaydis fear for the future of Zaydism 
as well, but their fear is based on the possibility 
that the Houthis will drown out their voices and 
push Zaydism in a direction incongruous with 
contemporary Yemen. 


THE WEAK CENTER 

To some degree, the Yemeni government's 
overreaction to Hussein al-Houthi’s defiance was 
caused by a real fear that the Houthis would con- 
solidate power in Saada province and create a state 
within a state. In fact, one of the main sticking 
points regarding previous cease-fire agreements 
has been the government’ insistence that the 


Houthis lay down their weapons, lest they become 
an armed political party akin to Hezbollah. 

It is not unheard of for armed groups to take 
over some state functions in Yemen’s tribal areas, 
and residents often use forceful means—such as 
kidnapping—to extract concessions from the gov- 
ernment. These actions, however, are generally 
organized around kinship and are not carried out 
on the basis of ideology. The state usually resolves 
grievances by purchasing loyalty rather than by 
exerting force, a delicate policy that has kept the 
regime in power for many years. 

The Houthis themselves are in many ways 
a product of government policies in the tribal 
regions. ‘Throughout the 1990s, the BY flour- 
ished in part because of its role in the indirect 
rule practiced. by the government. Specifically, 
the BY became a tool to help the regime weaken 
tribal alliances, the Wahhabi movement, and 
other groups such as the Sunni party Islah, the 
Socialists, and even the Zaydi party Hizb al-Haqa. 

Subsequently, for reasons such as the ruling 
partys success in reversing the 
opposition’s electoral gains in 
1997 elections, as well as the 
decline of Yemen’s Salafi move- 
ment following the death of 
its main leader in 2001, the 
regime became less interested 








The conflict has wrought a 
humanitarian disaster that 
makes the government look 
negligent if not criminal. 
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the conflict. The expansion of the fighting, though 
not necessarily deliberate policy, cannot be disas- 
sociated from the way the central government has 
behaved in the region. Se sige 
The conflict has also exposed inconsistencies 
in Yemen’s form of democracy. The government, 
when it raises the issue of hereditary rule in the 
context of the imamate, is forced to contend with 
the fact that the president, who has been in. power 
for over 30 years, is grooming his son to succeed 
him. The Saleh regime's claims that it is protect- 
ing democracy and the values of the republic are 
increasingly falling on deaf ears, and the govern- 
ment’ inability to provide security in the area has 
further eroded its credibility. Jockeying for power 
within the ruling elite has also had an impact:on.’ 


the battlefield in Saada province, with different. 


government factions accused of arming the rebels 
to undermine one another. 

A strong form of federalism might help resolve 
both of Yemen’s political crises—the Saada 
conflict and a conflict involving the Southern 
Movement, which is fighting 
for greater autonomy in the 
country’s southern provinces. 
Federalism could also address 
to some extent Houthi con- 
cerns about minority rights. 
Yet the implementation of fed- 





in using the BY as a counterbal- 
ance. Meanwhile, the failure 
of the moderate Zaydi revivalist camp to garner 
public support allowed the BY to grow stronger. By 
the time the Iraq War broke out, the government 
had lost control over the BY and no longer had an 
effective counterbalance in the north. 

The governments former encouragement of 
the Houthis does not alone explain the group's 
strength. Hussein al-Houthi himself played a 
major role in the movements growth. His loyal 
followers, even under torture, called out his 
name and refused to denounce him. His death on 
the battlefield while providing resistance despite 
insurmountable odds fits nicely in the Shiite and 
particularly the Zaydi canon of martyrdom. 

When fighting expanded, particularly in 2007, 
the government attempted to enlist tribal groups 
to help fight the Houthis. New groups were drawn 
in by issues unrelated to the initial fighting, 
including long-standing tribal disputes, revenge 
killings, and self-protection. The war econo- 
my provided new opportunities for unemployed 
youths and gave some an incentive to perpetuate 
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eralism seems highly unlikely, 
in part because Saudi Arabia 
would strongly oppose granting institutionalized 
autonomy to the northern highlands. The Saudis 
would fear the establishment of a quasi-imamate in 
the region that could not be properly managed by 
an increasingly “tribalized” Yemeni government. 
Furthermore, it is unlikely the Houthis would lay 
down their arms except as part of a grand bargain 
that would also include the Southern Movement. - 


THE RISING RISKS 

The Yemeni government, by working to 
strengthen state-sponsored Zaydism, forging 
stronger links with Saudi Arabia, and consolidat- 
ing its power through force, is attempting to assert 
direct control over an area that so far it has only 
been able to manage through a delicate balance of 
patronage networks. Such a policy may succeed, 
provided that the government can co-opt enough 
Houthi backers, contain the ancillary fighting, 
and strengthen the central government. As things 
stand now, neither strong federalism nor a strong 
central government seems likely to develop. 
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The fragile Yemeni government has been 
accused of keeping the Houthi conflict sim- 
mering in order to draw international support 
and financial assistance, a large part of which 
goes directly to members of the political and 
military elite. Also, as tribal factions with long- 
standing grievances have entered the fray for 
various reasons, it may be that the government is 
attempting to transform the violence into “tribal 
fighting” in the hope that the tribes can help 
end a conflict that the state has been unable to 
resolve on its own. 

The effect so far, however, has been to broaden 
the fighting and make it more difficult to con- 
tain. And the conflict has wrought a humani- 
tarian disaster that makes the government look 
negligent if not criminal. Since 2004, the fight- 
ing has displaced up to 300,000 Yemenis, more 
than half of them fleeing the most recent round 
of violence. Much of Saada province has been 
destroyed and reconstruction has been slow to 
take off. Meanwhile, the expansion of the con- 
flict and increased accusa- 


However, with the future of Zaydism, the regional 
balance of power, and Yemen’s domestic politics 
all in flux, this conflict may prove to have more of 
an impact than past ones. 

Zaydism, as mentioned, has been polarized by 
moderate voices that are seen as subservient to 
the government and conservative ones seen as 
radical and-beholden to a wholly different branch 
of Shiite Islam: Politics on the Arabian peninsula 
is also becoming increasingly polarized between 
Saudi Arabia and Iran, with Yemen running the 
risk of becoming a theater for the two powers to 
undermine one another. 

Over the short and medium term, the Yemeni 
government will be forced to confront vari- 
ous structural challenges, including resource 
constraints (oil and water) and socioeconomic 
pressures (population growth, illiteracy, and 
unemployment). More immediately, the gov- 
ernment faces political and security pressures 
on three separate fronts: the Houthis in the 
north, the separatist movement in the south, and 

Al Qaeda in the country’s 





tions of Iraniafi intervention 
could well.result in a greater 
internationalization of the 
violence. 

The Houthis claim to be 
fighting primarily in self- 
defense and for the protection 





The rebels’ official slogan is 
“Allahu Akbar! Death to America! 
Death to Israel! Curse the Jews! 
Victory for Islam!” 


southern and eastern prov- 
inces. 

The separatist movement 
has for the most part aired 
its grievances in a peaceful 
manner. The conflict with 
the Houthis, despite occa- 





of their right to free speech 

and religious practice. For example, ‘before fighting 
broke out, Hussein al-Houthi agreed to stop using 
the group’s slogan on the condition that a law be 
passed prohibiting its use; otherwise, he claimed, 
he and his followers were acting within their. con- 
stitutional right to free speech. 

Since the outbreak of-violence, however, Houthi 
rhetoric has turned further against the govern- 
ment, particularly against its use of indiscriminate 
force and the region’s humanitarian crisis. At the 
same time, the internationalization of the conflict 
has been mirrored by an internationalization of 
Houthi rhetoric, which is now cast in the language 
of universal rights and includes appeals to inter- 
national norms. 

Fears that this seemingly intractable conflict 
may bring about a major transformation in Yemen 
may be overblown. The country and particularly 
its northern highlands have been a contested area 
for centuries, and the current conflict may be 
nothing but a new chapter in this long history. 





sional clashes, has been 
contained since the February 2010 truce, and 
attempts are again under way to reach a nego- 
tiated settlement. Yemen-based Al Qaeda in 
the Arabian Peninsula, on the other hand, has 
increased its.attacks against Yemeni security forc- 
es and on the country’s vital infrastructure. After 
years of unsuccessfully attempting to put down 
the Houthis by force, the government appears 
to be shifting its efforts toward rooting out Al 
Qaeda. That group’s recent attempt to deliver 
mail bombs to the United States has highlighted 
the governments difficulties in preventing ter- 
rorists from using the country asa a base for global 
activities. 

Al Qaeda, however, is far from Yemen's only 
problem, and although the Saada conflict is no 
longer the focus of attention, it runs the risk 
of reigniting at any moment. Given the other 
challenges facing the increasingly overstretched 
state, reaching a settlement in this long-standing 
conflict is as important as ever. a 
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The Paradox of Visibility: 
Gay in the Middle East 


BRIAN WHITAKER 


n March 2003, as the United States prepared 
[i overthrow Saddam Hussein, antiwar dem- 

onstrators took to the streets of Beirut. Among 
them was a small group of people waving a home- 
made rainbow flag and wearing tee shirts bearing 
the word “exist.” 

Their presence at the demonstration was noted 
by local media: This represented the first report of 
a public display of gay activism in any Arab coun- 
try. Now, seven years later, gay rights campaigning 
seems to have taken root in Lebanon. The same 
cannot be said for other parts of the region. 

Homosexual acts are illegal in most Arab coun- 
tries. In four countries—Mauritania, Saudi Arabia, 
Sudan, and Yemen—such acts are punishable by 
death. Yet, on the whole, and despite occasional 
crackdowns, Arab governments do not make a 
point of seeking out gay men and lesbians to pun- 
ish them. 

In ultraconservative Saudi Arabia, no execu- 
tions for homosexuality have been reported since 
2002.° Gay parties have been raided, however, 
and w have been arrested for “behaving like 
women.” The usual penalties are imprisonment 
and a severe flogging. 

Iraq since the 2003 invasion has witnessed 
vigilante attacks—killings and disappearances— 
directed against men who are gay or thought to 
be gay. An Iraqi lesbian-gay-bisexual-transsexual 
(LGBT) organization based in London has estab- 
lished several safe houses in Iraq where men 
under threat can take refuge, though one of these 
was raided by police in June and the occupants 
taken away. 

Homophobic attacks in Iraq can be seen as 
part of a more generalized campaign by militant 
groups to impose “traditional” and “Islamic” val- 





BRIAN WHITAKER is an editor for The Guardian who spent 
seven years as that newspaper’s Middle East editor. His books 
include What's Really Wrong with the Middle East (Saqi 
Books, 2009). 


401 


ues amid the chaos of the postwar period. In the 
same vein, barbers have been murdered for giving 
customers “Western” haircuts. An attempt was 
even made to “sexually segregate” produce on 
display at a greengrocer according to the perceived 
suggestiveness of the vegetables’ shapes. 





EXECUTIONS AND EXILE ” 

Of all the countries. in thé Middle East, non- 
Arab Iran takes the toughest’ line e' against homo- 
sexuality—lavat (sodomy): carries the death 
penalty. Executions, though their actual: number i is 
difficult to confirm, are far from uncommon. (One 
estimate puts the total at well over 100 during the 
three decades since the Islamic Revolution.) Still, 
even in Iran, the picture is more complex than 
portrayals often suggest. 

Gay Iranians can, and sometimes do, receive 
medical certificates exempting them from military 
service on grounds of “sexual perversion.” Also, 
Iran funds gender reassignment surgery (mostly 
from male to female)—though the purpose of this 
may not exactly be liberal. The. -Western media 
have sometimes reported on gay. Iranian men who 
were not genuinely transsexual’ ‘submitting reluc- 
tantly to surgery in order to avoid punishment or 
persecution as homosexual. 

Israel, at the other end of the Middle Eastern 
spectrum, not only in 1988 legalized same-sex 
relations between men but, four years later, 
became the only country in the région to outlaw 
discrimination based on sexual orientation. 

Despite this, the picture in Israel is not entirely 
rosy. The country’s treatment of gay Palestinians 
seeking asylum has been less than. exemplary, and 
instances of homophobic. violerice occasionally 
occur. Last year, two people were shot dead and at 
least fifteen injured at an LGBT community center 
in Tel Aviv. In 2005, a Jewish religious extrem- 
ist attacked a gay pride march in Jerusalem and 
reportedly told police that he had come “to kill in 
the name of God.” 
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__ In the Arab countries and Iran, the law and its 
penalties usually. pose a less immediate concern 
for gay. men and lesbians than does fear of society's 
reprobation if-their sexuality becomes known. The 
key. point-here:is: disclosure. As long as homosex- 
ual activity is- carried out.in secret—and anecdotal 
evidence- suggests: that-a lot of. it is carried out, 
even-among people who do not regard themselves 
as. gay——the authorities, alongwith the rest of 
society, generally turn-a blind eye to it. 

Once: it is declared or exposed, though, ques- 
tions of “honor” and “shame” come into play. 
These affect not just the individuals concerned 
but their: entire families. and, to some extent, the 
wider- community: . i. 

-'A family nener who is owt is be gay, in 
a society where marriages: are negotiated on the 
basis of.a family’s < ‘reputation,” can.make his or 
her brothers- anid sisters Unmarriagedble: ‘Thus, 

` because: marriage. is con- 





Culturally, homosexuality challenges and sub- 
verts traditional concepts of masculinity and 
patriarchy. It also undermines the notion of social 
conformity and the idea that individuals’ prefer- 
ences should be sacrificed for the collective good. 
Those disconcerted by calls for women’s rights are 
absolutely terrified by calls for gay rights. In addi- 
tion, of course, the belief that homosexuality is 
contrary to the teachings of Islam is widespread— 
though a few Muslims here and there are begin- 
ning to question the scriptural evidence. 

Homosexuality, despite the hostility it faces, 
will continue posing challenges to societies in the 
Middle East: Global communications are making 
sure of that. People in the region are aware of 
Western debates about gay marriage, gay priests, 
and so on, even if they find these subjects strange 
and abhorrent. They hear, too, about Western pop 
stars and politicians who come out or get outed. 

For gay men and lesbi- 





sidered almost: obligatory 
and arranged marriages.are 
common, gay. and: lesbian ` 
young people ; must: decide p 
whether to come, out about 
their. sexuality :or- instead. 
play-along. with family. 
wishes and enter into-mar- 
riages for which they are completely unsuited. 

Those who choose to tell.face reactions ranging 
from physical -violence to getting thrown out of 
the home=though better-off families may send 
gay members toa ‘psychiatrist for a “cure.” 


CHALLENGING THE ‘CULTURE 

The Guest of gay rights in the Middle East is 
not simply a “gay” issue; it has a broader political 
and cultural context. In the region, homosexuality 
(along with sexual freedom in general) tends to 
be viewed as a Western perversion—in much the 
same way that Victorian England regarded homo- 
sexuality as an “Oriental” perversion. 

Politically, therefore, attitudes toward homo- 
sexuality in the region are bound up with the pop- 
ular belief that Arabs and Muslims are under siege 
from the West. Indeed, this attitude is reflected 
in modern Arabic literature, where same-sex 
encounters between Arabs and foreigners often 
become a metaphor for political domination and 
submission. | 


P Ättitudes toward homosexuality in the 
‘region are bound up with the popular 
belief.that Arabs and Muslims are 
under siege from the West. 








ans living in the Middle 
East, the importance of the 
internet is difficult to exag- 
gerate. The internet is the 
place where troubled gay 
youngsters turn—in the 
absence of readily avail- 
able books that might help 
them—when trying to come to terms with their 
sexuality. In places where no openly gay commu- 
nity exists, the internet also allows people to make 
social contacts that were unimaginable just a 
decade ago. And it is from friendship circles such 
as these that gay activism can eventually develop. 

This in turn raises the difficult question of vis- 
ibility. In societies where homosexuality is not 
only taboo but also imagined not'to exist, many 
gay men and lesbians in the Middle East choose to 
lead quiet, secretive lives, arguing that invisibility 
gives them the cover to be gay. 

But without visibility, it remains very difficult 
to claim equal rights. Experience around the 
world shows that in order to change the laws and 
attitudes that affect people according to their sex- 
ual orientation, there must be visibility, plus some 
kind of identity. Nothing suggests that the Middle 
East is any different in this respect. Unfortunately, 
experience also shows that increased visibility 
does not always bring progress. It can just as easily 
bring a backlash. a 
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Muslims in the Melting Pot 


` WILLIAM W. FINAN JR. 


seem, in America—that followers of Islam 
are distributed across the globe, with South 
and Southeast Asia containing some of the 
world’s heaviest concentrations of Muslims. 


|: is common knowledge—except, it. would 


(The most populous Muslim country is 


Indonesia, where the religion has about 200 
million adherents.) From the US perspective, 
however, the Middle East represents the geo- 
graphic locus of Islam, and 
many Americans continue to 
view the religion through the 
prism of the terrorism that 
originates in that region. 

This skewed perception is at the heart of Akbar 
Ahmed’s Journey into America, in which the pro- 
fessor of Islamic studies at American University 
provides an engaging and profoundly honest 
account of his exploration into the attitudes of 
Muslims who live in the United States, coupled 
with America’s understanding of Islam. (A com- 
panion documentary film with the same title was 
released last year.) 


DELAYED REACTION 

It is only now, as the 10" anniversary of the 
September 11, 2001, terrorist attacks draws closer, 
that anti-Muslim sentiment has begun to intensify 
in the United States. Immediately after 9/11 a few 
anti-Muslim acts were reported, but a long inter- 
lude without such incidents followed. This led 
Americans to believe that their nation had learned 
the lessons of the past, that this time the United 
States would experience nothing equivalent to 
the anti-German and anti-Japanese racism that 
marked World Wars l'and II. 

Recent events have cast doubt on this view— 
events ranging from a ginned-up controversy over 
the proposed construction of an Islamic center 
near the site of the World Trade Center to com- 
ments by National Public Radio newsman Juan 
Williams regarding the “anxiety” he feels when 
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, Journey into America: 
The Challenge of Islam 
by Akbar Ahmed. Brookings, 2010. 
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sharing an airplane with Muslims in traditional 
Middle Eastern dress (Williams was fired). 

Efforts to discredit the presidency of Barack 
Obama likely have something to do with this 
stirring of anti-Muslim sentiment. In any case, 
America’s relations with Islam, and with its own 
substantial Muslim population, are now suddenly 
front and center in the public discourse. 

In Journey into America, Ahmed acts as a 
latter day Tocqueville, travel- 
ing across the United States 
in an effort to understand 
how Americans understand 
Islam and Muslims, and how 
America’s Muslims understand Islam and America. 
Like Tocqueville, he is a perceptive observer who 
sees America anew, and like Tocqueville he is pas- 
sionately committed to the idea of America. 

Indeed, Ahmed, a Pakistani Muslim by birth, 
displays a heartfelt exuberance for the country 
that is sometimes reminiscent of a newly natural- 
ized citizen’s enthusiastic patriotism. Still, he is 
not blind to America’s flaws, demonstrated over 
the course of its history, as well as after 9/11, when 
it comes to the question of who is an American. 

Ahmeds goal in Journey into America is to 
answer a simple question: “whether Americans, 
on the one hand, could overcome their fear 
(commonly appearing in the guise of patriotism) 
and reach out to Muslims, and whether Muslims, 
on the other hand, could correct distortions 
and misunderstandings about Islam enough to 
demonstrate that they, too, are fully ‘American.” 
In an effort to answer the question, Ahmed 
assembled a team of students and traveled to 75 
cities and towns in the United States over the 
course of a year—places that ranged from New 
York and Las Vegas to Arab, Alabama (and yes, it 
is pronounced A-rab). 

Among non-Muslim Americans, Ahmed iden- 
tifies three types of people: pluralists (those 
who believe in civil rights and liberties and 
extend them to all); primordialists (those who 
trace America’s foundations to the Mayflower 
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moment); and predators (those who believe they 
need to protect America from “outsiders”). 

The first two groups generally welcome 
Muslims into American society—much as they 
have come to accept immigrant groups through- 
out the country’s history. The predators reject not 
only the idea that Islam as a religion should be 
allowed in the United States, but also the idea that 
anyone who practices it can be truly American. It 
is from such people that the nineteenth century’s 
Know-Nothings sprang. 

Todays predators feel that the Muslim and 
other immigrants who have entered the country 
since the Immigration and Nationality ‘Act of 
1965 are putting siege to the very notion of what 
it means to be an American—essentially, in their 
view, Christian and white. 


SEVERAL OTHERS 


Among Muslim Americans Ahmed finds a 


multitude of identities and attitudes. African- ` 


American Muslims feel themselves to be under 


scrutiny from white Americans and at the same 
time feel separated from Muslims who have immi- 
grated to the United States. Ahmed calls another 
group “modern Muslims,” those who have pros- 
pered after immigrating to America. This group 
is at odds with Salafists, who practice a form of 
fundamentalism that is antithetical to many of the 
modern Muslims’ beliefs and who are viewed as 
potential incubators of politicized, radical Islam, 
the sort of Islam that spawned Al Qaeda. 

When it comes to quelling the fears and bridg- 
ing the divides that prompted the author to begin 
his journey and that are confirmed in his travels, 
Ahmed finds no easy answers. Some may perceive 
as inadequate the philosophical conclusion he 
ultimately offers: that we must practice the tenets 
common to different religious traditions and 
stress the pluralists’ inclusive sense of who can be 
Americans. Nonetheless, the reasonable humane- 
ness Ahmed demonstrates throughout this book is 
reassuring at a time when irrational anger seems 
on the rise. 
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October 2010 


INTERNATIONAL 


Environment 


Oct. 30—At a meeting in Japan, environment ministers represent- 
ing about 190 countries agree on the Nagoya Protocol, a docu- 
ment that establishes a goal by 2020 to cut by % or more the 
rate at which species are becoming extinct. The protocol sets a 
target of increasing to 17% from 10% the amount of protected 
land around the world, with larger proportional increases in the 
amount of protected ocean area. The planet is losing species at 
a rate estimated to be from 100 to 1,000 times faster than the 
historical average. 


Global health 


Oct. 5—Forty countries at a conference in New York pledge $11.7 
billion to the Global Fund to Fight AIDS. The amount pledged 
is less than the $13 billion that the fund says is necessary to 
function even on an austerity basis, and is far less than the $20 
billion that organizers had hoped to raise. The fund dispenses 
AIDS medication to nearly 3 million people worldwide, but says 
that its plans to reach greater numbers in the coming years now 
will not be fulfilled. 


Israeli-Palestinian conflict 


Oct. 11—Israeli Prime Minister Benjamin Netanyahu offers to 
freeze construction of Jewish settlements in the West Bank if 
Palestinians recognize Israel as a Jewish state. The Palestinian 
side declines the offer. Observers believe that the proposal, 
which was certain to be rejected, was intended more to consoli- 
date Netanyahu’ domestic political position than to advance the 
Israeli-Palestinian peace initiative that the administration of US 
President Barack Obama has promoted. 


AFGHANISTAN 


Oct. 13—Officials representing NATO and the Obama admin- 
istration tell the media that the US military has recently been 
facilitating contacts between the Afghan government and 
senior figures in the Taliban insurgency; such facilitation has 
included allowing Taliban leaders to travel to sites where 
discussions take place. This Western encouragement of peace 
talks may indicate a willingness to establish stability in the 
country even if it comes at the price of a political accom- 
modation diverging widely from Western ideals. It may also 
represent a tacit admission that Washington does not expect 
its military buildup in the country to result in a decisive defeat 
of the Taliban, even though US and Afghan forces are reported 
to have recently made significant gains against the Taliban in 
Kandahar province. 


BRAZIL 


Oct. 31—Dilma Rousseff of the Workers Party wins a run-off 
election to become Brazil's president, gaining 56% of the vote 
compared to 44% for José Serra, a former governor of São 
Paulo. Rousseff, who has served as chief of staff and energy 
minister under Luiz Inácio Lula da Silva, the popular incumbent 
president, will become Brazil's 1st female head of state. She is 
expected largely to maintain the policies pursued under the 
current administration, which strive for economuc stability but 
emphasize poverty reduction as well. 
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CHINA 


Oct. 8—The Nobel Peace Prize is awarded to Liu Xiaobo, a Chi- 
nese author and political activist who is currently serving an 
11-year prison sentence for alleged subversion related to his 
coauthorship of Charter 08, a manifesto that argues for greater 
constitutional rights in China. The charter attracted thousands 
of signatories before the government instituted a crackdown 
against it. The awarding of the prize is seen as a rebuke for 
China’s government, which despite the country’ rapidly 
increasing prosperity has done little to liberalize the political 
environment. 


Oct. 18—Vice President Xi Jinping is named vice chairman of the 
country’s Central Military Commission, in line with expectations 
among observers that he will become secretary of the Chinese 
Communist Party in 2012 and successor to President Hu Jintao 
the following year. 


FRANCE 


Oct. 27—The lower house of parliament gives final legislative 
approval to a set of controversial changes to France's pension 
system. Under the revised law, the retirement age will increase 
to 62 from 60, while the age at which recipients are entitled to 
a full pension will increase to 67 from 65. In an ultimately futile 
attempt to block the legislation, labor unions and students had 
engaged in weeks of protests. 


HUNGARY 


Oct. 4—Two hundred million gallons of caustic sludge burst from 
a compromised reservoir at an industrial facility in the town 
of Ajka, killing 9 and imtiating an environmental disaster that 
threatens the Danube River. 


IRAQ 

Oct. 1—Prime Minister Nuri Kamal al-Maliki gains the support of 
the political movement based around Shiite cleric Moktada al- 
Sadr, and thus seers likely to win a 2nd term as prime minister. 
Iraq held parliamentary elections in March but, due to the close- 
ness of the vote and the inability of the country’s parties to strike 
a political accommodation, the country has functioned with a 
caretaker government for months. 


KYRGYZSTAN 


Oct. 10— Just months after the fall of President Kurmanbek 
Bakiyev, and after ethnic violence killed thousands, Kyrgyzstan 
holds elections aiming to establish the 1st functioning parlia- 
mentary democracy in Central Asia. Results suggest a coali- 
tion government ‘will be formed:by 3 parties, among them the 
Social Democrats, who support President Roza Otunbayeva’s 
interim government, which was established after Bakiyev's 
ouster. 


LATVIA 

Oct. 2—In parliamentary voting, the governing coalition of Prime 
Minister Valdis Dombrovskis wins approximately 30% of the 
vote, an amount that should easily enable it, when taking into 
account the seats won by its legislative allies, to form a govern- 
ment. The results are called an endorsement of the incumbent 
government’ handling of economic challenges. 
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MEXICO 


Oct. 6—President Felipe Calderón proposes to the Congress a plan 


to reduce corruption within local police forces by unifying state 
and local forces under the direction of state governors During 
the country’s ongoing battle against violent drug-trafficking 


gangs, a major obstacle has been the ease with which traffickers. 


have bribed and intimidated local police. 


NIGERIA 

Oct. 1—At least 8 people die as 2 car bombs are detonated in 
Abuja, the Nigerian capital, during a ceremony marking the 
country’s independence. Responsibility for the bombs, which 
explode near President Goodluck Jonathan and other officials, 
is claimed by the Movement for the Emancipation of the Niger 
Delta, a group that for several years has engaged in an insur- 
gency that mainly targets the nation’s oil industry. 


SOMALIA , 


Oct. 31—The Somali cabinet endorses as prime minister Mohamed 


Abdullahi Mohamed, who was appointed to the position in 
September by President Sheik Sharif Sheik Ahmed. Mohamed 
has lived in the US since 1988, when he sought asylum in that 
country on being recalled to Somalia from his post at the Somali 
embassy in Washington. The government that Mohamed 1s to 
serve controls just a few blocks of the capital, Mogadishu, and is 
under constant assault from Islamist insurgents. 


FROM THE ARCHIVES 


UNITED KINGDOM 


Oct. 19—As part of an austenty program launched by the 
Conservative-led government of Prime Minister David Cam- 
eron, plans are announced to reduce defense expenditures. 
Military personnel are slated to be reduced by 10%, 25,000 
civilian jobs in the defense ministry are to be cut, and 40% of 
the army’ artillery and tanks are to be eliminated. The overall 
budget reduction for the military will amount to about 8% 
over 4 years. The country’s current budget deficit is equal to 
11.5% of GDP 


Oct. 20—The government announces a wider round of budget 
cuts that is expected to reduce costs across government depart- 
ments by about 19%. The cuts will result in the loss of nearly 
Y a million jobs in the public sector over 4 years, an increase 
in the retirement age to 66 from 65 in 2020, and reductions in 
unemployment benefits. 


UNITED STATES 


Oct. 29—The Commerce Department reports that the US economy 
grew in the 3rd quarter at an annualized rate of 2%, considered 
too slow to generate the job growth that would be required to 
appreciably reduce the country’s unemployment rate, which now 
stands at 9.6%. Economists generally express pessimism about 
prospects for faster growth in the near term. E 


What Current History authors were saying... 


. 5 years ago 


If the Europeans can negotiate with 
Iran, why not the United States? Iran 
appears ready to discuss the future of 
Iraq as well as other security issues. . . . 
It remains uncertain for Tehran whether 
a “tactical consensus” on Iraq could blos- 
som into a strategic consensus between 
Iran and America, or at the least lead 
to a marked improvement in US-Iran 
relations. President George H.W. Bush's 
enlightened policy of “goodwill will 
beget goodwill” worked well during the - 
Kuwaiti conflict. There is no compelling 
reason to think it cannot work again in 
post-Saddam Iraq or in US negotiations 
with Iran about its nuclear program. 


MOHSEN M. MILANI 
Iran, the Status Quo Power 
January 2005 


10 years ago 


Palestinians and Israelis have by now 
traveled a long and arduous road togeth- 
er, and to make it even this far, have had 
to share sacrifices. . . . At this point there 
is really no turning back. Even if wide- 
spread violence were to recur, it would 
not be enough to undo what the two 
sides have accomplished thus far, and at 
some point negotiators would have to 
pick up where matters had been left off. 
Nor is the present situation a satisfac- 
tory long-term resting place. In the end 
it will be this fact . . . that will be the 
most compelling consideration of all. 


MICHAEL STERNER 
The Peace Process Revitalized 
January 2000 
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